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Introduction

This Handbook ,addresses the processing of oil and gas lease relinquishments,
terminations, Jpetitions for lease reinstatement, Class I, II, and III
reinstatements, and lease cancellations. The Handbook also provides guidance
concerning bonia fide purchaser provisions and waivers of lease rights that may
be requested b:{ lessees during the course of lease cancellation proceedings.

This Handbook :Ls intended to be a comprehensive guide to be used in
conjunction wi1:hl Manual Section 3108 and the regulations at 43 CFR Subpart
3108. When lease relinquishments are processed, this Handbook is to be used
in conjunction \Orith Handbook 3104-1 with respect to termination of the period
of liability of the bond. For terminated leases, the BLM-approved Forms
3108-2, 3108-2ci, and 3108-2b shall be used to notify the lessee of the
appropriate lecise reinstatement provisions for which the lease may be
eligible. The A.utomated Land and Mineral Record System (ALMRS) Case
Recordation/Rec:ords System Release 1.0 action codes used in conjunction with
the lease actions addressed throughout this Handbook are indicated to ensure
that the automated serial register pages/case abstracts reflect the current
status of each oil and gas lease. The mandatory action codes shall be entered
into the ALMRS Case Recordation/Records System Release 1.0 within 5 working
days of the act:ion taken. For a listing of ALMRS Case Recordation DE 1775 and
2910 Action Cocles applicable to Handbook 3108-1, see the last appendix in this
Handbook.
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KeyWordsI. RelinauishJ:nE!nts

A. Generil

RELINQUISHMENTThe record titlE! holder, or the holder's duly authorized
agent, may sur:cender a lease or any legal subdivision
thereof by fil.ing a written relinquishment in the proper
Bureau of Land Management (BLM) office. No special form
is required. ;~ filing fee is not required. If the
relinquishment is filed by the record title holder's
authorized agent: or attorney-in-fact, the signature must
reveal the reliit;ionship to the record title holder.

The term "recoJ~cL title holder" means the holder or holders

of 100 percent of the record title of the lands involved

in the relinqu;Lsihment. Therefore, anything less than 100

percent of the record title, i.e., 10, 25, 90 percent,

etc., cannot bE! relinquished. Accordingly, the
relinquishment of a lease or any legal subdivision thereof

is required to tie signed by all of the record title

holders.

MULTIPLE

LESSEES -LEASE

RELINQUISHMENT

If more than one record title holder is involved, in lieu
of a single reJ.inquishment that is signed by all of the
record title holders, multiple relinquishments may be filed
in order to acc:omplish the relinquishment of 100 percent of
the record titl.e. If multiple documents are filed, the
relinquishment shall not take effect until the separate
documents total. 100 percent of the record title. The
effective date is the filing date of the last
relinquishment document. .If less than a 100 percent record
title relinquielhment is filed by one of several lessees for
all or a legal subdivision of a lease, and the lease
anniversary dat;e arrives before all co-lessees have filed
relinquishmentel, a partial rental payment to the Minerals
Management Serv.ice (MMS) shall result in termination of the
lease ( see Sect.ion I. C, below) .

RELINQUISHMENT
EFFECTIVE ON
DATE OF FILING

In accordance \Orith the Mineral Leasing Act (MLA) of 1920,
as amended Au~.st 8, 1946 (30 u.s.c. 187b), the
relinquishment of an oil and gas lease or legal subdivision
thereof is effective immediately upon filing, but is
subject to the clontinued obligation of the record title
holder and surety to pay all accrued rental and royalties,
place all wells Ion the lands to be relinquished in
condition for suspension or abandonment, and complete
reclamation requirements, in accordance with the terms of
the lease and the regulations at 43 CFR 3108.1. At the
discretion of tht3 authorized officer, lands in a
relinquished lease may be offered for competitive leasing
with the requirement that the new lessee shall be
responsible for :C'eentering or plugging the well.

Rel. 3-301
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Keywords

A relinquishment, is effective as of the date it is filed,

despite the fac:t that a prospective assignee of an interest

in the lease mcl}" object. Either a copy of the
relinquishment is to be returned to the lessee or a

decision may bE! prepared indicating the effective date of

the relinquishIlIle,nt ( see Section I. D , below) .

RELINQUISHMENT
WITHDRAWAL
NOT ALLOWED

A relinquishment shall not be withdrawn once it is filed.
The Secretary of the Interior has no authority to reinstate
an oil and gas lease that has been relinquished. (See
Rov W. Reed, 7 Interior Board of Land Appeals (IBLA) 321
(1972) 0) The J:BLA also has ruled in J.M. Dunbar. A.G.
Andrikopoulos, 62 IBLA 119 (1982), that where a lessee
relinquishes an oil and gas lease, the lessee is
exercising a rj.ght given by the MLA, and the BLM may not
interfere.

A relinquishment may not be for a separate zone or deposit
or for less thcLn a lot or quarter-quarter section unless
that is all thE! land included in the lease.

RELINQUISHMENT

FOR SEPARATE ZONE

NOT ALLOWED

MINOR ERRORS IN

RELINQUISHMENT
CORRECTABLE

Minor deficienc:ies in the relinquishment, such as an
obvious typogrslphical error in the legal description, may
clarified/correicted with the effective date being the date
the relinquishITIent was originally filed.

RELINQUISHMENT
NOTICE RECEIVED
BY MMS

The MMS may rec'eive indication from the lessee in the form
of a notation cln the courtesy billing notice, a letter, or
a relinquishment format, that the lessee does not wish to
retain the lease. The documentation from the lessee is
forwarded to the State Office by the MMS, and is to be
filed in the cas,e file with a notation that a termination
notice is not rel~ired to be sent. However, if the
notification is :t'eceived from someone other than the
current lessee, such as a pending assignee, or from only
one of several co-lessees, a termination notice shall be
mailed by the BLM State Office (see Section II.D, below).

Rel.3-301
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B. Filing:

Responsible
Official ~:et) Action Keywords

Receiving
Official

1. Date-t~e stamp the relinquishment and
send it to Docket.

RELINQUISHMENT
FILED -

DATE-TIME STAMP

Attach relinquishment to the lease case
file and send to Adjudication for

processing.

Docket 2.

Rel. 3-301
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c. Procee~1!!g

Responsible
Official S~ep Action Kevwords

Adjudication I. REVIEW

RELINQUISHMENT

Examine the relinquishment to ensure
that the record title holder and lease
serial number match. Only one copy of
the relinquishment that has been
executed by each record title holder
or duly authorized agent, e.g., an

attorney-in-fact, acting on behalf of
each record title holder is required.

2. If a partial relinquishment, verify the
relinquished lands and retained lands,
and ensure that the acreages are
correct.

PARTIAL

RELINQUISHMENT

2a. Verify that the partial
relinquishment is not less than a
lot or quarter-quarter section,
i.e., not less than a legal
subdivision, and is not for a
separate zone or deposit.

Verify that the lease had not
'---,--' ~--- ~ c ..
..C.I..11.4.UQ..cy .l.UL J;d..1..1.UL;~ ~o pay ~ne

annual rental.

If a partial relinquishment is
filed in the wrong office or is
filed in the proper BLM office
after the lease anniversary date
and rental only for the retained
lands is paid to the MMS, the
lease automatically terminates

(see Appendix 1).

3. If an entire relinquishment is filed,
the lands do not need to be described
as long as the relinquishment is clear
that it is for the entire lease.

ENTIRE

RELINQUISHMENT

3a. If the relinquishment indicates
that it is for the entire lease
and the lands are also described,
verify the accuracy of the
described lands and acreage.

Rel.3-301

1/27/95
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Responsible
Official ~,tep Action Keywords

3b. If an error is found, correct it
as long as the relinquishment
clearly is intended to cover the
entire lease, in which case, the
effective date of the relinquish-
ment shall remain the date that
the relinquishment was originally
filed in the proper BLM office.

RELINQUISHMENT
CORRECTED -

EFFECTIVE DATE
SAME DATE AS
ORIGINALLY FILED

Rel. 3-301

1/27/95
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D. Accept~

Responsible
Official SteD Action Kevwords

ACCEPTANCE OF

RELINQUISHMENT
Adjudication 1. Indicate the BLM acceptance of the

relinquishment on the original copy,
noting the date that the relinquishment
is effective.

la. Note that the effective date is
the date when the relinquishment
is date-time stamped in the proper
BLM office, not the date when it
is received in any other agency
office, such as with the MMS.

RELINQUISHMENT
ORIGINAL FILED
IN CASE FILE

2. Retain original copy of relinquishment

in the case file and send a copy to the

lessee.

2a. OPTIONAL: Offices wishing to
maintain uniform records and/or to
make a more formal acceptance of
relinquishments, may prepare a
decision to indicate the BLM
acceptance and effective date of
the relinquishment (see Illus-
trations 1 and 2).

NOTIFY MMS-DMD

OF RELINQUI SHMENT
3. For a lease in terminable status in

the MMS automated data system, notify
the MMS's Data Management Division
(MMS-DMD) of the relinquishment with an
accounting advice (see Illustrations 3,
4, and 5).

4. For a lease in nonterminable status,
notify the MMS-DMD of the relinquish-
ment with a copy of either the
relinquishment, the decision (if one is
prepared), or a memorandum. For an
example of the memorandum, see Illus-
tration 6.

Rel. 3-301

1/27/95
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Responsible
Official .§j:ep Action Keywords

5. RELINQUISHED
LEASE -AUTHORIZE
RENTAL REFUND
FOR APPROPRIATE
AMOUNT

If the full rental is paid for the
~~~~--l~a~~¥ear. and a partial or entire
relinquishment is filed on or before
the anniversary date, authorize a
refund for the appropriate amount
(entire next year's rental if the
relinquishment was for entire lease, or
excess of the amount of rental required
for the retained lands if the lease was
relinquished in part).

6. ADVISE FIELD
OFFICE OPERATIONS
AND SMA OF LEASE

RELINQUISHMENT

Advise the BLM Field Office fluid
mineral operations staff of each
relinquished lease that has had actual
or allocated production and, if known,
has had surface activity without actual
or allocated production. Advise the
surface management agency (SMA) of each
relinquished lease that includes lands
within its jurisdiction. Send a copy
of either the relinquishment, the
decision, or a memorandum. For an
example of the memorandum, see Illus-
tration 6.

7 Distribute copies of relinquishment,
and send completed accounting advice
to Accounts/MMS-DMD.

ACCOUNTING

ADVICE -

RELINQUI SHMENT

ALMRS Entry 8. Update the case in the ALMRS automated
system using the current data
standards:

AUTOMATED
NOTATION

Sa. Enter Action Date (MANDATORY
ACTION CODE): Date relinquishment
filed; DE 1775 Action Code 780/DE
2910 Action Code 311; QB

ab. Enter Action Date (MANDATORY
ACTION CODE): Date partial
relinquishment filed; DE 1775
Action Code 781/DE 2910 Action
Code 312.

8c. Enter Action Date (MANDATORY
ACTION CODE): Date entire
relinquishment accepted; DE 1775
Action Code 782/DE 2910 Action
Code 310; QB

Re1. 3-301

1127195
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Responsible
Official Step Action. Kevwords

ad. Enter Action Date (MANDATORY
ACTION CODE): Date partial
relinquishment accepted; DE 1775
Action Code 783/DE 2910 Action
Code 890; QB.

Be. Enter Action Date (MANDATORY

ACTION CODE): Date relinquishment

accepted in part; DE 1775/2910

Action Code 784.

8£. Update ALMRS automated system to
change legal land description and
acres of lease, as applicable.

8g. When relinquishment is for entire
lease, remove DE 1775/2910 Action
Code 763 and enter DE 1775/2910
Action Code 970 to close case.

Title
Records

9. Remove the lease number and make other
appropriate notations on the records
and oil and gas use plat, and note the
historical index. Forward to Docket.

RECORDS

NOTATIONS

Docket :10. If a partial relinquishment, file the
case file on the regular shelf.

:Ll. If a total relinquishment, file the
case file with the closed files.

12. Process the lands for competitive
leasing, as appropriate.

Adjudication RE-LEASE
LANDS

13. If an individual lease bond had been
accepted and the period of liability
has not been terminated, request a
report from the Field Office fluid
mineral operations staff as to whether
the period of bond liability can be
terminated (see Handbook 3104-1).

Re1.3-301

1/27/95
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KeyWords
E. Unacc~,table

UNACCEPTABLE
RELINQUISHMENT

A relinquishmen1: is unacceptable if it is not signed by all
of the record title holders (or a duly authorized agent,
such as an attorney-in-fact). A relinquishment also is
unacceptable if the lease has previously expired or
terminated (se,e Illustrations 7 and 8). And, if the
relinquishment is for a separate zone or deposit or is for
less than a lo"t or quarter-quarter section (smallest legal
subdivision) and the relinquished land is not the only land
included in th,e lease, reject the relinquishment as
unacceptable b"'{ a decision with the right of appeal (see
Illustration 9).

If a lessee in"tEmds to file a partial relinquishment near
the lease anni"\TE!rsary date and pay rental for only the
retained lands, the relinquishment must be properly filed
in the proper ]~I.M office before the lease anniversary date
and the rental 1:or the retained lands must be paid to the
MMS. Otherwisl~, the partial relinquishment shall be
unacceptable b.~c:ause the lease will have automatically
terminated by operation of law for failure to pay the full
rental for the erntire lease acreage (see Appendix I).

Responsible
Official 1~,ep Action Keywords

ALMRS Entry 1. Update the case in the ALMRS automated
system using the current data
standards:

AUTOMATED
NOTATION

la. Enter Action Date (MANDATORY

ACTION CODE): Date relinquishment

filed; DE 1775 Action Code 780/DE
2910 Action Code 311; QB

lb. Enter Action Date (MANDATORY

ACTION CODE): Date partial

relinquishment filed; DE 1775
Action Code 781/DE 2910 Action

Code 312.

le. Enter Action Date (MANDATORY
ACTION CODE): Date all or part of
relinquishment is invalid/denied;
DE 1775 Action Code 785/DE 2910
Action Code 313; Action Remarks:
Reason for denial.

Reverse Side Intentionally Blank

Re1. 3-301

1/27/95
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II. Terminatic~ KeyWords

A. Genercil

LEASE
TERMINATION

MISDIRECTED

RENTAL PAYMENT

TO BE RETURNED

TO SENDER

Annual rental ;Ls due on or before the anniversary date of a
lease on which there is no well capable of producing oil or
gas in paying (~antities. If the annual rental is not paid
for a lease on or before the first day of the lease year
(the lease ann:Lversary date), automatic termination of the
lease is manda1:ed by the MLA (30 U.S.C. l88(b». A lessee
has until the c:lose of business on the lease anniversary
date to pay thE! rental to the MMS. If the MMS office is
closed on the iinniversary date, payment received on the
next day the ~iS office is open to the public shall be
deemed timely j:iled. A rental payment sent to any other
office is to bE! returned to the sender and is not to be
forwarded to the MMS. Expeditious return of such a
misdirected rental payment is to be made whenever possible
to allow the sE~nder time to meet the deadline when the
payment must be! received by the MMS. When the MMS
automated syste!m shows a lease as terminated and,
subsequently, aL lessee provides proof of a timely rental
payment, but with an incorrect or no lease serial number
identified on t;he check, the lease does not terminate. An
incorrect serial number or no serial number displayed on
the check is not grounds for termination of a lease unless
the rental paYIrlent was not timely received by the MMS.

The MMS can use~ the Automated Clearing House (ACH) system

to accept renta.l payments. The ACH is an electronic

payment system that is the functional equivalent of a
check clearing facility~ The system works as follows:

AUTOMATED
CLEARING HOUSE
SYSTEM USED
BY MMS FOR
RENTAL PAYMENTS

The payor provides instructions and all the pertinent
information to its bank. The payor's bank transmits the
rental payment money and the information to the local ACH.
The local ACH forwards the money and information overnight
to the u.s. Treasury's/MMS's agent bank, the Mellon Bank.
The Mellon Bank also transmits the money and summary
information through the New York Federal Reserve Bank to
the u.s. Treasury on the same day. The MMS retrieves the
ACH payment information from the Mellon Bank and verifies
the deposit amounts through the U.S. Treasury's CA$HLINK

system.

Rel. 3-301
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Keywords

TERMINATION
PROVISIONS
WHEN ACH PAYMENT
SYSTEM USED

Under the ACH 13ystem, a lease will terminate for failure to
pay rental timEaly if the payment is made by the ACH but is
not actually rEaceived on or before the lease anniversary
date by the MeJLlon Bank or the Treasury Department, and the
payment has beEan designated for posting to the MMS account.
If the payment is received timely by the Mellon Bank, and
through error t:he funds are not posted on time to the MMS
account, the rE!ntal payment will be considered as received
by the MMS when first received by the Mellon Bank.
However, if a posting error is due to an improper entry
made by the pa1'or, the payor's agent, or the ACH, the
payment will bE! deemed received by the MMS when either the
payor's agent bank for the ACH or the ACH corrects the
error and propE!rly completes the transfer with the Mellon
Bank.

LEASES NOT
SUBJECT TO
AUTOMATIC
TERMINATION

A lease issued prior to the enactment of Public Law (PL)
83-555 that amemded the MLA, effective July 29, 1954, is
not subject to the automatic termination provision unless
the lessee elec:ted, by written notice, to subject the lease
to such provision. (See Allied Chemical CorD. et al., 40
IBLA 272 (1979).) Most of these leases were created as a
result of segregation of nonunitized lands out of a
unitized lease that was in its extended term by reason of
production at the time of segregation, that resulted in a
new lease held by production indefinitely based upon
production froml the unitized base lease. The new lease
is held by production, but is on a rental basis.

Similarly, if a lease that is subject to PL 83-555 has a
rental that comes due on a date other than the anniversary
date, the lease does not automatically termination because
PL 83-555 only applies to the annual rental that is due and
payable on or before the lease anniversary date. Likewise,
for a lease that is subject to PL 83-555, if the BLM did
not give the lessee notice that the term of the lease had
been extended {when the lease is extended because the
conditions for extension have been met, but the BLM has
not officially notified the lessee of the extension) and if
the annual rental that is due and payable on the lease
anniversary dat,e is not timely paid, the automatic
termination pro'vision of PL 83-555 does not apply. {See
Handbook 3105-1, Appendix 4.)
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Kevwords

Rights-of-way oil and gas leases issued under the Act of
May 21, 1930 (.:10 U.S.C. 301-306), and leases in rental
status that are! committed to a unit agreement for which
there is a unit; well capable of production also are not
subject to the automatic termination provision of PL
83-555.

1930 ACT LEASES
NOT SUBJECT TO
AUTOMATIC
TERMINATION

For more inforrrlation about the processing of leases where
automatic termi.nation does not occur for failure to pay
rental timely, s,ee Steps II.D.lb, lc, and ld, below.
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Keywords

Rental DeficiencyB.

~,minal Deficiency1.

RENTAL

DEFICIENCY

NOMINAL

ERRONEOUS
BILLING
AMOUNT

A lease does not: automatically terminate if the annual
rental payment jLs received timely but is deficient by not
more than $100 or not more than 5 percent of the total
payment due, whjLchever is less (nominal deficiency). And,
if the amount Oj: a rental payment was made in accordance
with a rental 0]:" acreage figure as stated in a courtesy
billing notice or a decision that was in error, and the
payment made relaulted in a deficiency, the lease shall not
automatically tlarminate (see McClellan oil Corp., 76 IBLA
322 (1983». For nominal deficiencies only, an oil and gas
deficiency notic:e (see Illustration 10) is sent by the MMS
to the responsible payee of record by certified mail,
return receipt ]:"equested, allowing 15 days from the date of
receipt or unti:L the rental due date, whichever is later,
to submit the balance due to the MMS. After the BLM State
Office (SO) Adjudication is notified by the MMS that the
nominal deficiency was not paid, i.e., the lease is
indicated as te]:-minated in the automated system, a
lease termination notice using the standard BLM form shall
be issued to thla lessee by the SO Adjudication outlining,
as appropriate, either the Class I or II provisions, or
both, for reins1:atement (see Section III, below). If
a petition for ]:"einstatement is not filed, the SO
Adjudic4tion mu13t prep4re 4n accounting advice to the
MMS-DMD authori:~ing a refund of the deficient rental
payment (see Il:Lustration 11) .

2. M!'re than Nominal Deficiency

RENTAL

DEFICIENCY

MORE THAN

NOMINAL

I£ the SO Adjud;Lcation becomes aware 0£ a partial rental
payment that is more than nominally de£icient, send a
notice to the llassee advising 0£ the de£iciency only i£
suf£icient time exists £or the lessee to remit the
deficient amoun1: to the MMS (see Illustration 12). (See
also Appendix 1 £or a discussion about partial payments
that are more than nominally deficient.) In most cases,
however, the BLK will not be aware 0£ payments that are
more than nominally de£icient, since the MMS normally does
not provide thil! in£ormation to the SO Adjudication.
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KeyWords
Terminated Listinqc.

Reports are to tIe called from the ALMRS Case Recordation
to identify thl! leases that have terminated, based on the
BLM/MMS Automa1:eid Data Transfer System input from the
MMS-DMD into the ALMRS Case Recordation automated system.

TERMINATED
AND EXPIRED
LEASE REPORTS

When a late rental payment is received by the MMS-DHD, the
envelope in whj~ch a late rental payment check was submitted
to the MMS and a copy of the check will be furnished to the
BLM SO Adjudiccltion. These documents will indicate the
date that they were received by the MMS.

LATE PAYMENT -

ENVELOPE

PROVIDED BY

MMS-DMD

REASONABLE

DILIGENCE

FOR TIMELY

RENTAL PAYMENT

WHEN USING ACH

When the annua]. rental payment was transmitted using the
ACH, for reinst:atement purposes, reasonable diligence under
the MLA (30 U.~;.C. 188(c» shall be defined as receipt of
the proper payn\ent message by the ACH on or before the
lease anniversaLry date. When the MMS-DMD receives a late
payment via the ACH, a printout will be furnished by the
MMS to the SO ~.djudication instead of an envelope. The
printout will serve as the documentation required in the
lease case file! to make appropriate decisions regarding oil
and gas lease r'einstatements (see Illustration 13).

Responsible
Official Step Action Keywords

Adjudication 1. Request from Docket the case files for
those leases reported as terminated.

TERMINATED
LISTING
VERIFICATION

Docket 2. Pull the case files and send them to

Adjudication.
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Proces~:!:ng.D.

Responsible
Official Step Action Kevwords

Adjudication 1. When a lease is reported as being
terminated, review the lease case to
check whether the lease actually did
terminate using the steps below.

2. TERMINATION
RECORDED BY MMS
BUT LEASE .DID
NOT TERMINATE

Check the MMS automated Business
Information System (BIS) to ensure
that a lease has not been erroneously
reported as terminated because the
lease is recorded in the MMS's BIS
system with an incorrect anniversary
date or acreage amount at the time
the MMS reported the termination.
Sometimes an unidentified payment takes
additional time to be properly recorded
in the BIS, or the rental may be
applied to the wrong lease year. Also,
sometimes the ALMRS Case Recordation
lease records may show evidence of
rental payments that have not been
correctly recorded by the MMS.

3. Review all evidence that auqqests that
the lease was erroneously terminated.
If the lease did not actually terminate,
correct the lease recorda, ALMRS Case
Recordation, and the MMS recorda" and
take all other corrective actions that
are required to restore the lease to
the authorized status.

~L . RIGHT-OF-WAY
LEASE NOT SUBJECT
TO AUTOMATIC
TERMINATION

If the MMS automated system reports a
right-of-way lease issued pursuant to
the Act of May 21, 1930 (30 UoS.C.
301-306), as terminated, such a lease
does not automatically terminate.
Issue a decision indicating that the
lease is in default of the lease terms
for failure to pay all or part of the
annual rental and, unless the payment
is received within 30 days of receipt
of the decision, the lease will be
cancelled (see Illustration 14). Send
a copy of the decision to the MMS-DMD.
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Responsible
Official Step Action Keywords

s. If a lease with an effective date prior
to the enactment of PL 83-555 {July 29,
1954) is reported by the MMS as
terminated but the lease has not been
made subject to the automatic termina-
tion provision, the lease has not
automatically terminated. Issue a
decision indicating that the lease is
in default of the lease terms for
failure to pay all or part of the
annual rental and will be cancelled
unless the rental is paid within 30
days of receipt of the decision {see
Illustration 15). Send a copy of the
decision to the MMS-DMD.

LEASES ISSUED
PRIOR TO
PL 83-555 NOT
SUBJECT TO
AUTOMATIC
TERMINATION

Sa. OPTIONAL: Prepare a notice and
affix it to the case file for each
1930 Act right-of-way lease (see
Illustration 16) and for each
pre-July 29, 1954, lease (see
Illustration 17) specifying that
they are not subject to automatic
termination.

6. If a lease has a rental due on a date
other than the anniversary date, the
lease does not automatically terminate
for failure to pay the rental timely.
(See Andrew HeLal, 122 IBLA 325 (1992),
and Handbook 3103-1 for rentals due
upon the lifting of a lease suspension.)

7 UNITIZED LEASES
NOT SUBJECT TO
AUTOMATIC
TERMINATION

For leases committed to a unit
agreement for which there is a unit
well capable of production, all the
leases committed to the unit receive
the benefits of the unit well,
including leases in the unit that do
not have a well, and the leases are
extended beyond their primary term for
as long as they are committed to the
unit plan. Such leases do not auto-
matically terminate for failure to pay
rental timely, if they are subject to
the payment of rental. (See Handbook

3105-1, Appendix 4.)
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Responsible
Official ,Steu Action Keywords

8. LEASES EXTENDED
DUE TO UNIT
APPROVAL OR
ELIMINATION FROM
UNIT -LEASES
REVERTING TO
RENTAL STATUS
NOT SUBJECT TO
TERMINATION
WITHOUT NOTICE

If a lease is entitled to an extension
but the lessee has not been notified of
the extension, the lease does not
automatically terminate for failure to
pay the rental if the rental became due
during the time that the BLM failed to
give notice of the lease extension (or
the rental became due so near the time
that the extension notice was issued
that there was inadequate time to pay
timely). (See American Resources
Manaaement Corp., 36 IBLA 157 (1978).)
Failure to timely notify the lessee of
the extension in relation to rental due
date is most likely to occur when
leases either are segregated due to
unit approval or are eliminated from
unit agreements, and the BLM is slow to
recognize the lease extension or this
action occurs just when rental is due.

Sa. Notify the lessee in the decision
issued concerning the lease
extension that the rental is past
due or is due in the near future.
Specify in the decision that if
the lessee does not pay the rental
within 30 days of receipt of the
decision, the lease will terminate
effective the lease anniversary
date. (See Handbook 3105-1,
Sections IV.C and V.C, and
Appendix 4; Solicitor's Opinion
M-36629, "Automatic Termination of
Unitized Leases for Failure to Pay
Rentals," 69 I.D. 110 (1962); and
Husky Oil Co., 79 I.D. 17 (1972).)

ab. Indicate in the decision that the
rental due is to be paid to the

MKS, Royalty Management Program,
P.O. Box 5640, Denver, CO 80217.
Send a copy of the decision to the
MKS-DKD.
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Responsible
Official ~jtet) Action Kevwords

9 LEASES SUBJECT
TO YATES DECISION
NOT SUBJECT TO
AUTOMATIC
TERMINATION

Leases subject to the Yates decision do
not automatically terminate. Even if
the first production in the unit does
not qualify as a well capable of
producing unitized substances in
paying quantities, a well capable of
production in paying quantities on a
lease basis that is completed on a
committed lease within the unit
agreement will extend the term of a11
Federal leases committed to the unit
agreement for the term of the agreement
and/or for so long as the well is
capable of production in paying
quantities. (See Yates Petroleum
CorP. et al., 67 IBLA 246 (1982).)

For leases that fail to pay rental
that are included in the categories
addressed in Steps II.D.6 to II.D.9,
above, issue a decision indicating that
the lease is in default of the lease
terms and will be cancelled unless
the rental is paid within 30 days of
receipt of the decision (see Illustra-
tion 18 and the appropriate illustra-
tions in Handbook 3105-1). Send a copy
of the decision to the MMS-DMD.

When the MMS reports the termination of
a lease of the type identified in Steps
II.D.4 through II.D.9, above, even if
the rental was paid late, the lease
does not terminate. If the lessee has
been notified that the lease terminated
because of the late payment, issue a
a decision vacating the termination
notice (see Illustration 19 for a lease
lease issued prior to PL 83-555 and
Illustration 20 for other types of

leases).

lla. Notify the MMS that the lease did
not terminate, and if the lease
is in a nonterminable status,
notify the MMS-DMD to change its
records to show that the lease is
in a nonterminable status rather
than a terminable status.
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Responsible
Official SL!;;.ep Action Kevwords

Check the lease case file and/or ALMRS
Case Recordation/Records System Release
1.0 for evidence that the lease is in
production or has a well capable of
production, or that a suspension of
operations and production has been
granted. If the case file contains no
evidence, check with the Field Office
fluid mineral operations personnel for
any recent actions not yet reported to
the SO Adjudication.

CHECK LEASE

FOR PRODUCTION

OR WELL CAPABLE

OF PRODUCTION,

OR SUSPENSION

OF OPERATIONS

AND PRODUCTION

12a. If the Field Office fluid mineral

operations personnel cannot
respond quickly, do not delay
sending the termination notice to
the lessee. If the lease has a
well capable of production or
actual production, or a
suspension of operations and
production has been granted, the
receipt of the termination notice
will cause the lessee to respond
with actual lease status
information. And, if the lease
is not in a producible or

suspended status, there is no
need to delay the process if the
lessee wants to reinstate the
leaseo

If the 6th or llth year rental, for a
competitive or a noncompetitive lease,
respectively, is not paid, the lease
automatically terminates, even though
diligent drilling operations occurred
over the lease expiration date to
qualify for a 2-year lease extension.

CHECK FOR
FAILURE TO
PAY 6TH OR llTH
YEAR RENTAL

Rel. 3-301
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Responsible
Official Step Action Kevwords

14. CHECK FOR

PRODUCTION

THROUGH UNIT /

COMMUNITIZATION

AGREEMENT

Check the lease case file and/or ALMRS
Case Recordation/Records System Release
1.0 for evidence of production
attributable to the lease through a
communitization or unit agreement.
Check with the Field Office fluid
mineral operations personnel, if
necessary. If there is production
from any communitization agreement to
which the lease is committed, or if
production has been established in a
unit to which a lease is committed, the
lease does not terminate for failure to
pay rental, and the lease account is to
be transferred from terminable
(nonproducing) to nonterminable
(producing) status. (See Handbook
3107-1, Section II.)

15. Prepare Notice of Oil and Gas Lease
Terminated on applicable standard ELM
form identified below, and send it to
each lease record title holder by
certified mail, return receipt

requested.

ISSUE
TERMINATION
NOTICE

15a. A termination notice may be

prepared identifying several
leases, if the anniversary date
and the lessees are the same.

16. FORM 3108-2bUse Form 3108-2b (February 1989) if
if the envelope is postmarked on or
before the lease anniversary date and
it was not received by the MMS until
after the anniversary date, but not
later than 20 days after that date, or
if the proper payment message is
received at the local ACH on or before
the anniversary date but was credited
to the MMS account at the Hellon Bank
after t'he anniversary date, but not
later than 20 days after that date
(receipt of the proper payment message
at the local ACH is the equivalent of
the postmark). (See also Section II.A,
above, concerning when the local ACH
and Hellon Bank make errors.) (See
Illustration 21 for Form 3108-2b.)
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Responsible
Official Step Action Kevwords

Use Form 3108-2b only for Class I
reinstatements when the
provisions for reasonable
diligence, as stated in the
regulations at 43 CFR
3108.2-2(a)(2), are met. The
date of the postmark is a
criterion for meeting the
reasonable diligence standard for
a Class I lease reinstatement.
Late rental payments bearing a
postmark on or before the first
business day after the anniver-
sary date meet the reasonable
diligence standard for a Class I
reinstatement.

17. FORM 3108-2Use Form 3108-2 (November 1990) when
the envelope is postmarked on or before
the lease anniversary date or the

proper payment message is received at
the local ACH after the anniversary
date, and payment is received at the
MMS or is credited to the MMS account
at the Mellon Bank within 20 days after
th~ atltliversary date (receipt of the

proper payment message at the local ACH
is the equivalent of the postmark).
(See also Section II.A, above,
concerning when the local ACH and
Mellon Bank make errors.) In these
cases, the lease may be eligible for a
Class I reinstatement. (See
Illustration 22 for Form 3108-2.)

Check the additional stringent
requirements that must be met for
a lease to be eligible for a
Class I reinstatement in Section
III, below.

18. Use Form 3108-2a (November 1990) when
no payment is made, or the payment is
received at the MMS or the Me1lon Bank
more than 20 days after the anniversary
date. (See Illustration 23 for Form

3108-2a.)

FORM 3108-2a
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Responsible
Official S,tep Action Kevwords

!fQn: Although the BLM Forms 3108-2
and 3108-2a do not include the
Class II amendment format
required to increase the lease
rental and royalty rate (see
Section III.G, below), the
amendment format may be sent at
the same time as the lease
termination notice is sent if
this method is considered a more
efficient procedure. This
procedure is at the discretion
of each office.

19. OPTIONAL: As the termination notice is
prepared, mark the outside of the lease
case file that the lease is terminated
and the termination effective date. If
the lease is later determined not to
have terminated, or the lease is
reinstated, this termination notation
must be changed accordingly.

MARK LEASE CASE

FILE TERMINATED

WHEN TERMINATION

NOTICE IS"

PREPARED

ALMRS Entry 20. Enter Action Date (MANDATORY ACTION
CODE): Date lease terminated; DE 1775
Action Code 790/DE 2910 Action Code
244; Action Remarks: Optional.

AUTOMATED
NOTATION

.r!2n: Remove DE 1775/2910 Action Code
763.

AUTOMATED
NOTATION

Enter Action Date (MANDATORY ACTION

CODE): Date termination notice issued;

DE 1775/2910 Action Code 791; Action

Remarks: Optional.

~: Enter this action code after
entry of DE 1775 Action Code
790/DE 2910 Action Code 244.

22. FUTURE ACTION
SUSPENSE -

PETITION DUE DATE

Enter Action Date: Future action
suspense deadline date to track end of
60-day reinstatement petition period;
DE 1775/2910 Action Code 247; Action
Remarks: Petition due date.

Re1. 3-301

1/27/95

BLM MANUAL

Supersedes Rel. 3-119



24

H-310B-l -RELINQUISHMENTS" TERMINATIONS, AND CANCELLATIONS

Responsible
Official Step Action Kevwords

If lease did not terminate -

Enter Action Date (MANDATORY ACTION
CODE): Date termination notice was
vacated; DE 1775/2910 Action Code 792;
Action Remarks: Reason lease did not
terminate (optional).

AUTOMATED
NOTATION

23a. Remove DE 1775 Action Code 790/DE
2910 Action Code 244 to return
the case to the authorized case
status, and restore DE 1775/2910
Action Code 763.

Adjudication 24. During the running of the 6O-day
petition period, contact the Field
Office fluid mineral operations staff
and/or the appropriate SMA for the
stipulations and consent to lease to
initiate re-leasing of the lands in the
terminated leases. This step, however,
may begin after the 60-day petition
period ends.

RE-LEASE LANDS

IN TERMINATED

LEASES

If a reinstatement petition is
received, process the reinstatement
using the requirements in Section II!,
below.

26. Prepare a list of terminated leases for
distribution to the Field Office fluid
mineral operations staff (see Illustra-
tion 24), and a report to each SMA (see
Illustration 25).

26a. The MMS is not to be re-notified
regarding a lease termination.
That is, an accounting advice is
not to be prepared.
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Responsible
Official Step Action. Keywords

27. When the expiration, termination,
relinquishment, or cancellation of a
lease is final, the lands included in
the lease are to be reoffered only by
competitive leasing. (See Handbook
3120-1). Reoffering the lands for
competitive leasing immediately is not
mandatory. A presale offer or an
expression of interest filed on such
lands, however, is to be acted upon

timely.

ALMRS Entry 28. OPTIONAL: Enter Action Date: Date

pending competitive leasing; DE

1775/2910 Action Code 202; Action

Remarks: Optional.

AUTOMATED
NOTATION

29. Enter Action Date (MANDATORY ACTION
CODE): Date terminated lease case
file closed; DE 1775/2910 Action Code
970.

AUTOMATED
NOTATION

Title
Records

30. Update oil and gas plat and other
appropriate records to indicate that
the lease terminated. Forward to
Docket.

RECORDS

NOTATION

Docket 31. File case file with closed files

pending competitive listing.
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Kevwords
E. Effect of Bankruptcy on Terminations

LEASE
TERMINATION
OF BANKRUPT
DEBTOR

Under the Federal bankruptcy laws, Federal oil and gas
leases are considered executory contracts in which
performance has to be undertaken and carried through to
completion. The bankruptcy provisions specify that no
proceeding, lawsuit, or action may be taken to pursue a
claim that accrued be£ore the bankruptcy petition was
filed, and no preexisting judgments are enforceable.
Furthermore, no actions may be taken against the property
of the debtor's bankruptcy estate, i.e., assets in
existence at the time of filing of a petition in bankruptcy
court. Important exceptions to the automatic stay
provisions are: (1) No effect occurs on the commencement
or continuation of an action or proceeding by a
governmental unit to enforce police or regulatory power;
and (2) nor will the en£orcement of a judgment, other than
a money judgment, obtained in an action or proceeding by a
governmental unit be stayed.

Since leases art! considered executory contracts, rentals
and other required actions are continuing obligations. If
a debtor accepts or continues the contract, the BLM shall

require contin'uation of proper performance of the contract
terms. Automa't.ic termination for failure to pay rentals is
not stayed (In re: Triaa, 630 F2d 1370 loth Cir., 1980).
The bankruptcy court may, however, stay actions that are
not automatically stayed, e.g., lease terminations. A
court order by the bankruptcy judge would be required to
prevent or sta"{ a lease termination .

Upon notification of bankruptcy proceedings, promptly
notify the MMS Bankruptcy Coordinator and the Department
of the Interio:, Regional or Field Solicitor's Office.
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111. KevwordBReinstatements

A. Introduction (Class I and II)

LEASE
REINSTATEMENT

Section 31 of the MLA of February 25, 1920 (30 U.S.C. 188)
was amended by PL 83-555 on July 29, 1954, to provide for
automatic termination of an oil and gas lease on which
there is no well capable of producing oil and gas in paying
quantities upon failure of the lessee to pay the rental due
on or before the anniversary date of the lease. The
Secretary, howE!ver, still had no authority to reinstate a
lease that had terminated by operation of the law.

On May 12, 1970, the MLA was further amended by PL 91-245
giving the Secretary authority, for the first time, to
prevent termination of oil and gas leases in cases where
there is a nominal deficiency in the annual rental payment,
and to authorize the Secretary to reinstate, under certain
conditions, oil. and gas leases terminated by operation of
law for failure to pay rental timely. Nominal deficiency
at that time wa.s considered as being not more than $10 or
5 percent of the total payment due, whichever was more.

The nominal deficiency provision was increased by
regulation on August 22, 1983. A rental deficiency is now
considered nominal if the annual rental paid is not more
than $100 or not more than 5 percent of the total payment
due, whichever is less.

Prior to January 12, 1983, the Secretary's authority to
reinstate an oil and gas lease that had terminated for
failure to timely pay the annual rental was limited. Prior
to that date, a lease could only be reinstated when the
rental was paid within 20 days of the termination date, and
upon proof that such failure was either (1) justifiable, or
(2) not due to a lack of reasonable diligence, and a
petition for reinstatement was timely filed (now identified
as a Class I reinstatement).

The Secretary's authority to reinstate a lease was further
broadened by Title IV of the Federal Oil and Gas Royalty
Management Act of 1982 (FOGRMA), PL 97-451. Effective
January 12, 1983, the FOGRMA amended Section 31 of the MLA
giving a lessee a third reason for late rental payment,
based on "inadvertence," thereby allowing an oil and gas
lease to be reiJ:1stated under what is identified as a
Class II reinstatement.
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Keywords

A lease also may be reinstated under the Class II
provisions if thE~ annual rental is received after 20 days
from the anniverl3ary date. The lessee must timely file a
petition, furnish rental and/or royalty from the date of
the termination at an increased rate, and agree to new
lease terms incrE~asing the rental and royalty rates. (See
Appendix 2 for the Committee Resolution of the House of
Representatives <:ommittee on Interior and Insular Affairs
that provides thE~ Congressional background for lease
reinstatements 'under PL-451. )

CLASS II
REINSTATEMENT
OF SECTION 14
LEASES

The provisions allowed by Title IV of FOGRMA were further
amended by PL l'D:L-567 enacted November 15, 1990, to allow
Section 14 rene'~al leases to be reinstated under the
Class II proced1Ul~es. Previously, this type of lease could
be reinstated u:t1der the Class I procedures but not under
the Class II prl~c:edures. The reinstatement procedures are
the same for Sel::t:ion 14 renewal leases as all other leases ,
except that undlal~ the Class II reinstatement procedures a
Section 14 rene1.'cLl lease is granted a term of 20 years and
so long thereaf"t.E!r as oil or gas is produced in paying
quantities, beg.irLning with the effective date of the
reinstatement.

Leases issued uncler Section 17 of the MLA were not affected
by the PL 101-5j5'J' amendment to the MLA. These leases have
alwaya b~~n aub:js:ct to th~ Claaa I and Claaa II
reinstatement pJ:'ocedures. However, Congress has not
addressed Sectio~L 18, 18a, 19 and 20 renewal leases as to
their e1igibili1:y for a Class II reinstatemento Although
Congress made these leases subject to reinstatement under
the Class I proc:edures like all other leases, it has not
specifically add%'essed the issue of Class II reinstatement
for these types clf leases. Very few of these leases
continue to exi!3t. However, in the event a petition for a
Class II reinstcl.tement is received for any such lease, a
Solicitor's Opinion would need to be obtained to help
determine whethE!%' such a lease is subject to reinstatement
under the Class II procedures.

Appendix 3 provj.des a reference list of IBLA decisions
addressing termj.nations, reasonable diligence, lack of
reasonable dili~Jence, acceptable and unacceptable
justification for failure to pay rental timely, and other
requirements fo%~ Class I and Class II reinstatements. (See
also Appendix 1 for a BLM Montana State Office decision
that discusses j.n depth the reinstatement criteria in
relation to a nonroutine case (untimely filed partial
relinquishment resulting in a lease termination.)
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KeyWords

B. Petition for Reinstatement

REINSTATEMENT
PETITION RECEIPT
WITHIN 60 DAYS

The lessee (rel=ord title holder) must timely file a
petition for rl~instatement to the proper BLM office,
within 60 days of receipt of a termination notice. A
petition for rl~instatement from an assignee is not
acceptable. (:5ee Howard H. Vinson, 90 IBLA 280 (1986) and
Stanley I. Okun. Alan L. Schwartzberq, 94 IBLA 197 (1986).)

The petition for reinstatement must apply to all of the
lands embraced in the lease at the time it terminated {see
Appendix 1). ~rhat is, the lessee cannot petition for
reinstatement of only a portion of the lands that were in
the lease.

PETITION FILED
FOR BOTH CLAS S
I AND II LEASE
REINSTATEMENT

Note that when Form 3108-2 is used, the filing of a Class I
petition does not stop the running of the 60 days from
receipt of the termination notice to file a Class II
petition. Likewise, when Form 3108-2 is used, lessees may
file a petition under both the Class I and Class II
provisions. I1: a lessee petitions under both provisions,
first determine if the lessee qualifies for reinstatement
of the lease under the Class I provisions (see 43 CFR
3108.2-2 and Section III.D, below). If the lease cannot be
reinstated unde!r the Class I provisions, the petition can
next be conside,red under the Class II provisions (see
43 CFR 3108.2-3 and Section III.F, below).
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Keywords
c. Approvinq Reinstatements

REINSTATEMENT
APPROVAL
DISCRETIONARY

REINSTATEMENT
DENIAL FOR LEASES
IN WILDERNESS
STUDY AREAS

There is no requirement that a lease be reinstated, except
under the postmark rule provision as discussed in Section
III.D, below. The authorized officer shall use discretion
in making the required findings based on all available
facts. Note that a proper exercise of discretion is to
deny lease reinstatement to any lessee who has failed or
refused to comply with the reclamation requirements of
Section 17(g) of the MLA (Section 51O2(g) of the Federal
Onshore Oil and Gas Leasing Reform Act of 1987) when the
lessee is currently indicated as a violator on the list
that is maintained and issued by a BLM directive. Also,
the discretion of the authorized officer shall be exercised
to not reinstate any lease that is located on lands within
BLM wilderness study areas or other categories of lands
recommended for wilderness allocation, as identified in
43 CFR 31OO.O-3(a)(2) and (b)(2), that are now prohibited
from being leased.
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Kevwords
Do Qualifications for Class I Reinstatement

CLASS I

REINSTATEMENT

REQUIREMENTS

1. A lease may be reinstated under the Class I
procedures when the following criteria are met. First, the
annual rental due must have been paid to the correct office
(MMS, Royalty Management Program, Box 5640, Denver,
Colorado 80217) within 20 davs after the anniversary date
of the lease, and it is shown to the satisfaction of the
authorized officer that failure to pay timely was either
justifiable or not due to lack of reasonable diligence.

Justifiable means that the delay in submission of the
rental was caused by sufficiently extenuating circumstances
or factors beyond the control of the lessee that occurred
at or near the lease anniversary date that prevented the
lessee from paying the rental on time (see Appendix 3 for
examples). Late payment is not justified by illness or
or other reasons, unless a lessee can demonstrate that the
reasons were causative factors for delay in immediate
proximity to the lease anniversary date.

JUSTIFIABLE
CAUSE

REASONABLE
DILIGENCE

Reasonable diligence normally requires sending the rental
payment sufficiently in advance of the due date to account
for normal delays in the collection, transmittal, and
delivery of the payment to the proper office. Delays due
to errors in handling and processing the rental payment by
the u.s. Postal Service is not evidence of extenuating
circumstances that will justify the untimely rental payment
except in unusual circumstances where the U.S. Postal
Service provides an explanation and admits fault causing
the delay (see ~ppendix 3). In unusual circumstances,
private courier services also may admit fault in the
processing and delivery of rental payments. Reasonable
diligence, however, includes the postmark rule provision in
the regulations at 43 CFR 3108.2-2(a)(2):

POSTMARK RULE

PROVISION
Reasonable diligence shall include a rental payment
that is postmarked by the u.s. Postal Service,
common carrier, or their equivalent (not including
private postal meters) on or before the lease
anniversary date or, if the designated Service
office is closed on the anniversary date,
postmarked on the next day the Service office is
open to the public.

When the lessee has qualified under this postmark rule, the
procedures for handling a Class I reinstatement are
incorporated into Form 3108-2b (see Illustration 21). (For
examples of postmarks by the u.s. Postal Service, see

Appendix 4.)
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Kevwords

2. The petition for reinstatement must be filed
within 60 days after receipt of the termination notice,
along with a nonrefundable filing fee of $25 for each lease
and any required rental, including any rental. at the rate
specified in the lease terms that has accrued from the
date of termination of the lease.

CLASS I
PETITION AND
FILING FEE

3. The oil and gas interests of the United
States in the lands have not been disposed of or otherwise
become unavailable for leasing.

NEW LEASE CANNOT

BE ISSUED WITHIN

90 DAYS FROM DATE

OF TERMINATION
OF PRIOR LEASE

4. A new oil and gas lease has not been issued
for any of the lands affected by the terminated lease.

However, the lands from a terminated lease can be processed
in preparation for lease issuance, but a new lease cannot
actually be issued until expiration of 90 days from the
termination date of the old lease (see 43 CFR 3108.2-2(d)
and 43 CFR 3110.7(b».

HQ!E.: If the lands have been posted for re-leasing when a

petition for reinstatement is filed, the lands must
be withdrawn from competitive leasing until final

disposition of the petition for reinstatement.
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E. ~, I Reinstatement Procedure~

Responsible

Qfficial-Step Action Kevwords -

ALMRS Entry 1. Enter Action Date ( MANDATORY ACTION
CODE): Date reinstatement petition is
filed; DE 1775 Action Code 772/DE 2910
Action Code 284; Action Remarks:
Class I.

AUTOMATED
NOTATION

la. Remove DE 1775 Action Code 790/DE
2910 Action Code 244 (and DE

1775/2910 Action Code 970, if
entered) to prevent an invalid
action sequence.

~: See Appendix 5 for a list

of the applicable action

codes that are to be used
in ALMRS Case Recordation

and Record System Release

1.0. )

Adjudication 2. CLASS I
REINSTATEMENT
PROCESSING

If the Class I conditions for
reinstatement are met (i.e., other than
postmark rule for which Form 3l08-2b is
used), send a decision by certified
mail, return receipt requested,
reinstating the lease with the original
lease terms and conditions, effective
on the date of lease termination (see
Illustration 26).

2a. If the lessee is claiming that an
illness or injury caused the
failure to pay the rental timely,
do not reinstate the lease until
this claim is substantiated. If
the substantiation does not
accompany the petition, require
it separately by decision.

2b. The substantiation must be a
statement by the lessee's
physician that answers the

following questions:

(1) What is the nature of the
lessee's illness or injury?
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Responsible
Official Step Action Kevwords

(2)

(3)

Was the lessee incapacitated
by this illness or injury to
the extent that he/she could
not reasonably be expected to
attend to normal business
matters?
What was the beginning
date of the lessee's

incapacitation?

(4) What date did the lessee's
incapacitation end, if it
has ended?

3. Determine if the Class I reinstated
lease may warrant an extension (see
Section III.J, below).

4. Prepare accounting advice to the
MMS-DMD to apply the rental (see
Illustration 27).

ACCOUNTING
ADVICE -

REINSTATEMENT

5. If the lease was on a termination list,

indicate on the next such list sent to

Field Office fluid mineral operations

staff and to the SMA that the lease has
~AA.. ..A~..8..S..0~ '880 T"..~..-~..~--~ "A\ ~-- g and 25).

ADVISE SMA AND

FIELD OFFICE

OPERATIONS OF

REINSTATEMENT

Sa. OPTIONAL: In lieu of identifying
the Field Office fluid mineral
operations staff and the SMA using
Illustrations 24 and 25, notify
them by sending a copy of the
reinstatement decision.

6. Enter Action Date (MANDATORY ACTION
CODE): Effective date of reinstate-
ment; DE 1775 Action Code 773/DE 2910
Action Code 282; Action Remarks:
Class I.

AUTOMATED
NOTATION

ALMRS Entry

6a. Restore DE 1775/2910 Action Code
763 to indicate lease expiration
date.

Send case file to Title Records through
Docket.

7.

Rel.3-301

1/27/95

B LM MANUAL

Supersedes Rel. 3-119



35

B-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Responsible
Official SteD Action Keywords

8. Update all appropriate records to
indicate that lease is reinstated.

RECORDS

NOTATION

Title
Records

9.Docket File case file with active cases.

10. CLASS I
PETITION
DENIED

Adjudication If the Class I reinstatement conditions
are not met, deny the petition by
decision with the right of appeal {see
Illustration 28 and Appendix 3).

lOa. If an appeal is not filed, or an
appeal is filed and IBLA upholds
the decision denying the
reinstatement, or a Class II
petition is not received, resume
processing the lands for

competitive leasing.

ACCOUNTING

ADVICE -

RENTAL REFUND

If the rental was paid to the MMS,
prepare an accounting advise
authorizing the MMS-DHD to refund the
rental (see Illustration 29). If the
rental was submitted to the BLM with
the petition for reinstatement,
complete the accounting advice
authorizing the BLM to refund the
rental (see Illustration 30).

ALMRS Entry 12. Update case to indicate Class I

reinstatement was denied using

current data standards.

AUTOMATED
NOTATION

12a. Enter Action Date (MANDATORY
ACTION CODE): Date reinstatement
petition denied; DE 1775 Action
Code 774/DE 2910 Action Code 283;
Action Remarks: Enter reason

(optional).

12b. OPTIONAL: Enter Action Date:

Date pending competitive leasing;

DE 1775/2910 Action Code 202;

Action Remarks: Optional.

12c. If not done previouslyi route to
Title Records through Docket for
appropriate records notation

changes.
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Responsible
Official Step Action Kevwords

Title
Records

13. RECORDS

NOTATION

Update oil and gas plat and other
appropriate records that lease
terminated and that lands are available
for re-leasing.

Docket 14. File case file with closed files

pending competitive leasing.

Adjudication lS. Continue to process the lands for
re-leasing through the competitive process.
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KeyWords
F. ~fications for Class II Reinstatement

1. ;~ lease may be reinstated under the Class II
procedures when the following criteria are met. First,
the annual rental is paid to the MMS either before or after
20 days from the anniversary date (or to the BLM with a
petition for reinstatement) and the reason for the late
payment is inadvertence (see Appendix 3), or the rental is
not paid within 20 days after the lease anniversary date,
and it is shown to the satisfaction of the authorized
officer that SIJCh failure was justified or not due to a
lack of reason.ible diligence.

CLASS II
REINSTATEMENT
REQUIREMENTS

!:!QIE.: INADVERTENCE AS
REASON FOR LEASE
TERMINATION

"Inadve]~tence" is viewed by the BLH to include
failure to pay due to carelessness, negligence,
an unintentional or accidental oversight,
inattention, a mistake, a financial inability to
pay timely, or any other reason. Although the
IBLA ruJ.ed that being financially unable to pay
the rent~al due is not considered inadvertent and is,
therefo17e, not grounds for Class II reinstatement
(see ~la F. Collins, 86 IBLA 32 (1985)), the BLM
policy j.s that if a lessee does later secure the
financiall ability and timely files a petition for
reinstat;ement, the petition is to be processed.

2. ~, new oil and gas lease has not been issued
for any of the lands affected by the terminated lease, and
the oil and gas interests of the United States in the lands
have not been disposed of or otherwise become unavailable
for leasing. The lands from a terminated lease can be
processed in p~eparation for lease issuance, however, a new
lease cannot actually be issued until expiration of 90 days
from the termination date of the old lease (see 43 CFR
3108.2-2(d) and 43 CFR 3110.7(b».

NEW LEASE CANNOT
BE ISSUED WITHIN
90 DAYS FROM DATE
OF TERMINATION
OF PRIOR LEASE

!:!QIE.: If the lands have been posted for re-leasing when a
petition for reinstatement is filed, the lands must
be withdrawn from competitive leasing until final
disposition of the petition for reinstatement.

3. The petition for reinstatement is filed
within 60 days after receipt of the termination notice.
If a termination notice was not served by the BLM on the
lessee, the petition must be filed within 15 months from
the date of lease termination.

CLASS II

PETITION FOR

REINSTATEMENT
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Keywords

4. All required rental, including all back
rental and/or royalty that has accrued from the date of
lease termination, at the following increased rates:

INCREASED

RENTAL AND

ROYALTY RATES

NONCOMPETITIVE

INCREASED RENTAL

AND ROYALTY RATES

4a. Noncompetitive Leases: Back rental
accruing from date of termination and annual rental
thereafter payable at the rate of $5 per acre or fraction
thereof per year and/or royalty payable at the rate of
l6~ percent. For each succeeding time that a lease
originally issued noncompetitively is reinstated, the
annual rental shall increase an additional $5 per acre or
fraction thereof (see 43 CFR 3103.2-2(f», and the royalty
shall increase an additional 2 percentage points (see 43
CFR 3103.3-l(a)(2».

COMPETITIVE

INCREASED RENTAL

AND ROYALTY RATES

4b. Competitive Leases: Back rental at the

rate of $10 per acre or fraction thereof per year, and

royalty payable at a rate of not less than 16~ percent

(computed on a sliding scale when applicable), but not less

than 4 percenta,'Je points greater than the competitive

royalty rate schedule attached to the lease for leases

issued prior to December 22, 1987, and l6~ percent for

leases issued on or after December 22, 1987. For each

succeed~ng time that a lease originally issued

competitively il6 reinstated the rental shall increase an

additional $10 per acre or fraction thereof (see 43 CFR
~. -~ ~ -.~. " ."J.u.".~-~l1:ll, aJ:1Q t:ne royaJ.t:y sna.L.L J.ncrease an aaaJ.1:J.ona.L.

2 percentage points (see 3103.3-l(a)(3».

5. The back rental and/or royalty at the
increased rates must be paid within 60 days of receipt of
the termination notice, but the regulation 43 CFR
3l08.2-3(b) (1) c3.oes not require that the payment accompany
the reinstatemel'lt petition (see R. Gerald Jones, 101 IBLA
57 (1988». In addition, if there is a delay of one year
or more in reinl3tating the lease, the lease shall be
reinstated only on the condition that the lessee also must
pay the rental clnd/or royalty at the increased rates for
the period of tj.me that has elapsed since the payment of
back rental andJ'or royalty that was made within the initial

60-day period.

~ja. If a decision denying a petition for
reinstatement iEI appealed" rental does not have to be paid
during the pendemcy of the appeal before the IBLA. If the
decision is overturned by the IBLA and the reinstatement
may proceed, the! lessee has to pay all rental at the
increased rate t;hat accrued while the appeal was pending
before the IBLA prior to the reinstatement of the lease.
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Keywords

6. An administrative reinstatement fee of $500
per lease is received.

ADMINISTRATIVE

REINSTATEMENT FEE

~: The fee may be submitted separately and later than
the Class II petition.

7. A $125 deposit (amount subject to change)
is received for the cost of publication in the Federal
Reaister.

FEDERAL REGISTER

PUBLICATION COST

NQn: This deposit may be submitted separate and later
than the Class II petition. The regulations at 43
CFR 3108.2-3(b) (2)(v) and (vi) require only that the
administrative fee and Federal Reaister publication
cost be paid after the lessee has submitted the
petition and the back rental and/or royalty at the
higher rates, and the authorized officer has
determined that the requirements for filing the
petition have been timely met (see R. Gerald Jones,
101 IBLA 57 (1988)).

8. ]~o additional filing fee is required.

9. :rf the above conditions are met, follow
the Class II pJ:'ocedures in Step III.G, below.

10. :[f the Class II petition is filed, or the
rental and/or ]~oyalty at the higher rate is submitted,
after 60 days of the lessee's receipt of the termination
notice (either Form 3108-2 or Form 3108-2a), deny the
petition in a decision with the right of appeal since the
petition and bcick rental and/or royalty must be received
within the 60-day period as prescribed by the law (see
Illustration 3:l) .

CLASS II
PETITION
DENIED

ACCOUNTING

ADVICE -

RENTAL REFUND

11. When the decision denying the reinstatement
is final, prepclre an accounting advice to refund the
following, if t:hey were paid to the BLM: Rental paid after
the termination of the lease, $500 administrative fee, and
$125 fee for the Federal Reaister publication cost (see
Illustration 3~: ) .If the late rental was paid to the MMS ,
prepare an accounting advice authorizing the MMS-DMD to
make the refund (see Illustration 29).
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Class II Reinstatement ProceduresG.

Responsible
Official SteD Action Kevwords

ALMRS Entry 1. Enter Action Date (MANDATORY ACTION
CODE): Date reinstatement petition is
filed; DE 1775 Action Code 772/DE 2910
Action Code 284; Action Remarks~
Class II.

AUTOMATED
NOTATION

la. Remove DE 1775 Action Code 790/DE
2910 Action Code 244 (and DE
1775/2910 Action Code 970, if
entered) to prevent an invalid
action sequence.

!!Qn: See Appendix 5 for a list

of the applicable action

codes.

Adjudication 2. Prepare an appropriate notice if all of
the required items were not furnished
with the petition for reinstatement.
Attach the appropriate lease amendment
to the notice if the lease amendment
had not been sent previously with the
termination notice.

CLASS II

REINSTATEMENT

PROCESSING

2a. If a lease amendment had been sent
out with the termination notice
but was not returned with the
reinstatement petition, prepare a
notice requiring that it be
furnished now (s~e Illustration
33). Attach another copy of the
appropriate lease amendment to the
notice (see Illustration 34 for a
Section 17 noncompetitive lease
and post-12/22/87 competitive
lease amendment, and Illustration
35 for a pre-12/22/87 Section 17
competitive lease amendment).

AMENDMENT TO

LEASE TERMS
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Responsible
Official Step Action Keywords

2b. SECTION 14 LEASE
REINSTATEMENT

If the lease is a Section 14
renewal lease with a 12~ percent
royalty rate, use Illustration 36
for the lease amendment to be
attached to the notice. Most
Section 14 renewal leases now have
a royalty rate of 12~ percent, and
those that do not have this rate
now will have this rate the next
time they are renewed.

2c. However, if a Section 14 renewal
lease with a royalty rate higher
than 12~ percent is reinstated
under the Class II procedures,
change the royalty rate in the
lease amendment in Illustration
36 to, "Royalty rate of 16%
percent, or such royalty rate
greater than 16% percent as
originally specified in the
royalty schedule included in the
terms of the lease. II But, if a

previously reinstated Section 14
lease is renewed (for a final
time under PL 101-567), the
royalty rate for the "new lease"
would revert to the 12~ percent
rate when the renewal lease is
issued for its last time.

2d. If the $500 administrative fee and
the .stl5 Federal Reaister publica-
tion cost have not yet been paid,
in addition to the lease amendment
not having been furnished with the
reinstatement petition, require
these charges to be paid in the
notice issued that requires the
lessee to furnish the lease
amendment (see Illustration 37).

fJ
;,.:" h:) J! j{l/

/1 !) '../.Ja~ J
L':--1', ", u' ~

3. FEDERAL REGISTER

PUBLICATION

NOTICE PREPARED

When the reinstatement petition is

perfected, prepare the proposed
reinstatement notice for the Federal
Reqister (see Illustration 38). Ensure
first that the payments made are
collectible.
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Responsible
Official SteD Action Kevwords

Hail the Federal Reqister notice

(three originally signed copies)
without a cover letter, to the Office
of the Federal Register, National
Archives and Records Administration
(NARA), Washington, D.C. 20408.

TRANSMIT
FEDERAL REGISTER
NOTICE FOR
PUBLICATION

4.

Also prepare Form 1310-5 (Document
Face Sheet) to allow the BLM State
Office to pay the Office of the
Federal Register for the
publication cost of the notice.

ALMRS Entry 5. Enter action date: Notice published in
the Federal Reaister; DE 1775 Action
Code 240/DE 2910 Action Code 610;
Action Remarks: Federal Reaister
citation.

AUTOMATED
NOTATION

Adjudication 6. NOTICE TO SENATE
AND HOUSE OF
REPRESENTATIVES
COMMITTEES

Send copies of the Federal Reaister
notice, lessee's petition for rein-
statement, additional requirements
notice, lessee's response to the
notice, and any other pertinent
information concerning rental, royalty,
and vol~. ci production (if any is
available in the case file) to:

The Chairman of the Senate

Committee on Energy and Natural

Resources (see Illustration 39);

~

6b. The Chairman of the House of
Representatives Committee on
Resources (see Illustration 40).

7. Determine if the Class II reinstated
lease warrants a lease extension (see
Section III.J, below).
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Responsible
Official :Step Action Keywords

8. If no objections are received and the
30-day period after publication in the
Federal Reaister and notification to
the House and Senate Committees has
expired, issue a decision to the lessee
reinstating the lease (see Illustration
41). A copy of the decision is not
required to be sent to the MMS.

REINSTATEMENT
OF LEASE

9. If the lease was on a termination list,
indicate on the next such list sent to
Field Office fluid mineral operations
staff and to the SMA that the lease has
been reinstated (see Illustrations 24
and 25).

ADVISE SMA AND

FIELD OFFICE

OPERATIONS OF

REINSTATEMENT

9a. OPTIONAL: In lieu of identifying
the Field Office fluid mineral
operations staff and the SMA using
Illustrations 24 and 25, notify
them by sending a copy of the
reinstatement decision.

10. Prepare the accounting advices to earn
the rental (see Illustration 42) and
charges. Forward to Accounts/HMS-DMD.

ACCOUNTING
ADVICE -CLASS II
REINSTATEMENT

Cashier 11. Process the accounting advices as ~cJ EARN FEE AND

follows: The $500 adm~~~~~ e,l.lJl"r PUBLICATION COST

reinstatement fee and ~Federal UPON LEASE
Reaister publication cost are to be REINSTATEMENT

deposited directly into the MLR

Appropriation 14X5017 Account,

subactivity 5700, immediately after the
check for the payment has cleared the

bank (see Illustration 43). Forward

accounting advice for rental to the

MMS-DMD for action to reinstate the ~

lease in its automated system.
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Responsible
Official Steu Action Kevwords

12. Update the case in the ALMRS automated
system using the current data
standards:

AUTOMATED
NOTATION

ALMRS Entry

Enter Action Date (MANDATORY
ACTION CODE): Date reinstatement
approved; DE 1775 Action Code
773/DE 2910 Action Code 282;
Action Remarks: Class 11; new
rental rate.

12b. Enter Action Date (MANDATORY
ACTION CODE): Lease expiration
date; DE 1775/2910 Action Code
7630

Enter Action Date (MANDATORY
ACTION CODE): Effective date
rental rate adjusted; DE 1775
Action Code 093/DE 2910 Action
Code 315; Action Remarks:
Indicate new annual rate;
effective date.

Enter Action Date (MANDATORY
ACTION CODE): Effective date
of new royalty rate; DE 1775
Action Code 103/DE 2910 Action
Code 531 (or other appropriate
royalty rate code); Action
Remarks: Enter tie to old
royalty rate placed in General
Remarks; General Remarks: Old
royalty rate; its effective date
period from MM/DD/YY to MM/DD/YY

Title
Records

13. Update oil and gas plat and other
appropriate records to indicate that
the lease has been reinstated.

RECORDS

NOTATION

Docket 14. File case file with active cases.
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~I II Reinstatement Petition Withdrawal -Disbursement of FundsH.

Responsible
Official Step Action Kevwords

AUTOMATED
NOTATION

ALMRS Entry 1. Update the case indicating the
withdrawal of a reinstatement petition
using the current data standards.

la. Enter Action Date (MANDATORY
ACTION DATE): Date withdrawal of

reinstatement petition received;
DE 1775 Action Code 775/DE 2910
Action Code 292; Action Remarks:

Optional.

OPTIONAL: Enter Action Date:

Date pending competitive leasing;
DE 1775/2910 Action Code 202;

Action Remarks: Optional.

lb.

If a petition is withdrawn after
submission for publication of the
Federal Reaister notice of proposed
reinstatement, the $500 administrative
fee and Federal Reaister publication
cost are earned.

Adjudication 2. PETITION

WITHDRAWN AFTER

PUBLICATION

SUBMITTED -

MONIES EARNED

PETITION
WITHDRAWN BEFORE
PUBLICATION
SUBMITTED -

REFUND FEES

3. If a petition is withdrawn before
submission for publication of the
Federal Reaister notice of proposed
reinstatement, refund the $500
administrative fee and Federal Reaister
publication monies.

4. Send to Title Records, through Docket,
for notation if the records were not
previously noted as to lease
termination.

RECORDS

NOTATION

5. Update appropriate records to indicate
lease termination.

Title
Records

File case file with closed cases, and
if applicable, indicate that lands are

pending competitive leasing.

6Docket

7. Continue to process the lands for

re-leasing.
Adjudication
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Class II Reinstatement Petition Denied -Disbursement of FundsI.

Responsible
Official Step Action Kevwords

Update the case indicating that the .

reinstatement petition was denied using

the current data standards.

ALMRS Entry 1. AUTOMATED
NOTATION

la. Enter Action Date (MANDATORY
ACTION CODE): Date reinstatement
petition denied; DE 1775 Action
Code 774/DE 2910 Action Code 283;
Action Remarks: Enter reason.

lb. OPTIONAL: Enter Action Date:
Date pending competitive leasing;
DE 1775/2910 Action Code 202;
Action Remarks: Optional.

2. If the petitio~nd "t-h~

c;1;",J

PETITION
DENIED -

FEE REFUND

3. Send to Title Records, through Docket,
for notation if the records were not
previously noted as to lease
termination.

Title
Records

4. Update appropriate records to indicate
lease termination and availability of
lands for re-leasing.

RECORDS

NOTATION

Docket 5. File case file with closed files

pending competitive re-leasing.

Adjudication 6. Continue to process the lands for

re-leasing.
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KeyWords

J. Lease Extension -Class I and Class II Reinstated

~.§.
EXTENSION OF
TERM OF
REINSTATED LEASE

1. Class I Reinstated Lease. The lease term may
be extended at the discretion of the BLM authorized officer
if it is determined that, upon reinstatement of the lease,
the primary term will not afford the lessee a reasonable
opportunity to continue operations under the lease (see
Manual Section 3108.22B). The extension is subject to the
following' criteria:

CLASS I
REINSTATED LEASE
EXTENSION
CRITERIA

la. The extension shall not exceed a period
equivalent to the time beginning when the lessee knew or
should have known of the lease termination and ending on
the date the reinstatement is granted. The beginning date
shall be the date of lease termination since the lessee is
responsible for knowing the lease terms and conditions and
the laws and regulations governing the lease, that require
automatic termination by operation of law for failure to
timely pay the annual rental on or before the anniversary
date.

lb. The extension shall not exceed a period
equivalent to the unexpired portion of the lease or any
extension ther,eof remaining at the date of termination. If
an extension is deemed appropriate for a lease at the time
it is reinstatled, the extension be for no DK)re than 2 years,
the same lengt:h of time granted for all other types of
lease extensions.

lc. When the reinstatement occurs after the
expiration of 1:he primary term or any extension thereof,
the lease may be extended from the date the reinstatement
petition is granted.

Complying with these criteria of the May 12, 1970,
amendment to the MLA, a lease reinstated under the Class I
provisions nonnally shall not receive a lease extension.
This is beCaUSE! of several factors. The lessee is presumed
to be aware of the lease termination immediately. And, as
stated in legiolative history, no suspension of time occurs
when the lease terminates (i.e., the running of the lease
term is not stopped for that period between the date of
termination and reinstatement). And, the term of the
reinstated leasle shall depend on the date the lease was
issued rather t:han the date the lease terminated. Further,
the reinstatement petition shall be processed without delay
and granted shortly after the termination, i.e., in not
less than 1 year from the date of termination.
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KevwordB

For example, if a noncompetitive lease was issued August 1,
1985, and terminated on August 1, 1994, and is granted a
Class I reinstatement in December 1994, over 7 months still
remain in the primary term. In this case, the lease should
not be granted an extension upon reinstatement since a
reasonable time remains to continue operations, i.e., to
perform diligen.t drilling operations to attain production
in paying quantities. This 7-month period allows adequate
time for an Application for Permit to Drill (APD) to be
filed and approved for diligent drilling to commence;
indeed, diligent drilling over the lease expiration date
would qualify the lease for a 2-year drilling extension
(Bee below, and Handbook 3107-1). If a lease terminates
for failure to pay the rental timely but the lessee had
filed an APD timely (at least 30 days prior to the lease
expiration date) and the BLM had not taken action to
approve the APD to allow drilling to commence, and the
lease qualifies for a Class I reinstatement, an extension
not to exceed 2 years would be appropriate when the lease
reinstatement Le approved. But, in the event that a lease
terminates at t:he end of its primary term for failure to
timely pay the :C'ental while diligent drilling operations
occurred over the expiration date, and the lease qualifies
for a Class I reinstatement, the lease shall not be granted
an additional extension due to the reinstatement because
the lease earned a 2-year extension due to the diligent
d~;";"fT ,.".,~?"~+-;,...,8 ' 0?" +-"0 'a~8a a ~-~...~-- ..0 10----~ ~ -~ ~ ~~~--.~ G. ..G~
Illustration 26 for a decision including appropriate
language granting a Class I lease reinstatement with an
extension. See Illustration 44 for an example of an
accounting advic:e notifying the MMS-DMD of a Class I lease
reinstatement with an extension.

REINSTATED LEASE

EXTENDED -

ACCOUNTING ADVICE

TO MMS-DMD

CLASS II
REINSTATED LEASE
EXTENSION
CRITERIA

2. gJ.ass II Reinstated Lease. The lease term
may be extended at the discretion of the BLM authorized
officer if the a,pproval of the reinstatement either:
( 1) occurs afte%' the expiration of the primary term or
after the expira.tion of any extension of the primary term;
or (2) will not afford the lessee a reasonable opportunity
to continue operations under the lease. In accordance with
Title IV of FOGRMA, when a Class II lease reinstatement is
approved the lease may be extended for a reasonable period
but in no event for more than 2 years from the date the
reinstatement is granted and so long thereafter as oil or
gas is produced in paying quantities.
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KeyWords

The legislati'~e history of Title IV of FOGRMA provides a
clarification of the Congressional intent that a lease be
reinstated as of the date of termination for the unexpired
portion of the lease, specifying that no suspension of time
occurs when the lease terminates, i.e., the lease term is
not stopped during the time elapsed between the date of
termination and approval of the reinstatement. Also, the
legislative h;Lstory of FOGRMA indicates that the term of
the reinstated lease shall depend on the date the lease was
issued rather than the date the lease terminated, i.e., the
reinstatement period runs from the date of issuance of the
original term of the lease, in order to significantly
reduce any exc:essively long lease term that could otherwise
result. For example, if a noncompetitive lease was issued
on July 1, 1986, and was terminated on July 1, 1994, for
failure to pay the rental and was not reinstated until
December 1994, the unexpired portion of the primary term of
the lease is 1.~ years, or until June 30, 1996. In this
case, a lease extension is not to be granted because the
lessee has rea.sonable time to continue operations on the
lease.

If a lease terminates at the end of its primary term for
failure to timely pay the annual rental while diligent
drilling operations occurred over the expiration date, and
the lease qualifies for a Class II reinstatement, the lease
shall not be entitled to an additional extension due to the
reinstatement since the lease has earned a 2-year extension
due to the diligent drilling over the expiration date.
However, if the lease terminates for failure to timely pay
the rental but the lessee had filed an APD timely, at least
30 days prior to the lease expiration date, and the BLM had
not taken acti,~n to approve the APD to allow diligent
drilling to commence prior to the lease expiration, when
the lease is reinstated under the Class II provisions a
2-year extension would be appropriate to allow drilling
under the approved APD. See Illustration 41 for a decision
granting a Class II Reinstatement with an extension. See
Illustration 4,~ for an example of an accounting advice
notifying the MMS of this type of reinstatement and
lease extension.

REINSTATED LEASE

EXTENDED -

ACCOUNTING ADVICE

TO MMS-DMD

Rel.- 3-301

1/27/95

B LM MANU AL

Supersedes Rel. 3-119



so

B-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Keywords

change the last sentence in the third paragraph of the
Federal Reaist~ Notice for the proposed Class II
reinstatement in Illustration 38 to read:

CHANGE FEDERAL

REGISTER NOTICE

TO INDICATE

LEASE EXTENSION

The lease is subject to the original terms and
conditions and the increased rental and royalty
rates cited above, and an extension for [two) years
from the date the lease is reinstated in accordance
with 43 CFR 3108.2-3(e).

Responsible
Official Step Action KeyWords

ALMRS Entry 1. AUTOMATED
NOTATION

Enter Action Date (MANDATORY ACTION
CODE): Effective date of lease
extension; DE 1775 Action Code 258/DE
2910 Action Code 235; Action Remarks~
THRU MM/DD /yy ;

2. Enter Action Date (MANDATORY ACTION

CODE): New lease expiration date; DE

1775/2910 Action Code 763.
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KeyWords
K. ~:ion for Reduction of Rental -Class II

~~tated Lease

A lessee may ]:equest a reduction of rental concurrently
with the petit:ion for a Class II reinstatement, but such
a request must: be accompanied by a rental amount that is
at least equaJ. to the yearly rental rate of the terminated
lease. Section 39 of the MLA provides the authority to
reduce the rental rate whenever, in the judgment of the
authorized officer, it is necessary to do so in order to
promote development, or whenever the lease cannot be
successfully operated under the terms provided therein.
( See Manual Se!ction 3108. 23C .)

REQUEST FOR
RENTAL REDUCTION
FOR CLASS II
REINSTATED LEASE

A request for a rental reduction must be given the utmost
review, and the final decision of the authorized officer to
grant relief shall be thoroughly justified and documented.
In no circumst.ances can the rental rate be reduced below
the standard noncompetitive or competitive rate currently
in effect.

Responsible
Official Step Action Kevwords

Adjudication 1.
ADDITIONAL

RENTAL REQUIRED

When the appropriate reduced rental
rate has been determined by the
authorized officer and, if additional
rental is required, the lessee shall be
notified by a decision sent by
certified mail. If the lessee fails to
pay the appropriate back rental at the
rate established within 60 days of
receipt of the petition notice, the
lease shall not be reinstated.

2. AMEND LEASE

TERMS

Authorize the rental reduction by
issuing an oil and gas lease amendment
using the format of either Illustration
34 or 35, changing the annual rental
rate to the appropriate reduced amount.

ALMRS Entry 3. AUTOMATED
NOTATION

Enter Action Date (MANDATORY ACTION
CODE): Date rental reduction
authorized; DE 1775 Action Code 093/DE
2910 Action Code 315; Action Remarks:
New rental rate; effective date.

Rel. 3-301

1/27/95

ELM MANUAL

Supersedes Rel. 3-119



52

B-3108-1 -RELINQUISHMENTS, ~NATIONS, AND CANCELLATIONS

Responsible
Official Step Action Kevwords

Adjudication 4. RENTAL

REDUCTION

DENIED

If the request for a rental reduction
is denied, issue a decision for the
denial. (See Appendix I.) Denialof
a request for a rental rate reduction
at the time the lease is reinstated
does not prohibit the lessee from
requesting such relief at a later date.

ALMRS Entry 5. Enter Action Date: Decision Issued;
DE 1775 Action Code 718/DE 2910 Action
Code 393; Action Remarks: Rental
reduction denied.

AUTOMATED
NOTATION
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Kevwords
L. ~ion for Reduction of Rovaltv -Class II

Reinstated Lease

A lessee may request a reduction of royalty concurrently
with the petition for a Class II reinstatement. A royalty
rate reduction must be justified due to hardship or to
prevent premature termination of production of a producing
well. Section 31(i) of the MLA (30 U.S.C. 188(i» provides
the Secretary with the discretionary authority to reduce
the royalty rates on a reinstated lease. A request for a
royalty rate reduction made in conjunction with a petition
for a Class II reinstatement must be justified and
documented. Although a royalty rate reduction and a
Class II reinstatement petition can be filed at the same
time, the two actions cannot be acted on concurrently.
The lease must first be reinstated, with subsequent
consideration given to determine if a royalty rate
reduction is justified. The legislative history of
Title IV of FOGRMA clearly states, however, that this
authority to reduce the royalty rate for reinstated leases
is not to be construed as blanket authority for royalty
reductions on ,all reinstated leases.

ROYALTY
REDUCTION
REQUEST

Responsible
Official :Step Action Keywords

ALMRS Entry 1. Enter Action Date (MANDATORY ACTION
CODE): Royalty rate reduction filed;
DE 1775/2910 Action Code 624~ Action
Remarks: Optional.

AUTOMATED
NOTATION

Adjudication 2. If any activity is indicated on the

leasehold, request all pertinent data
from the Field Office fluid mineral
operations personnel on drilling,
production, etc.

3. After receipt of information from the
Field Office fluid mineral operations
personnel, obtain economic evaluation
and/or geologist recommendations, or
concurrence/nonconcurrence with the
decision to reduce the royalty rate.

4. AMEND LEASE

TERMS

If the recommendation concurs to grant
a royalty rate reduction, grant the
royalty reduction by issuing an oil and
gas lease amendment using the format of
Illustrations 34 or 35, changing the
royalty rate to the appropriate reduced
amount.
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Responsible
Official Step Action Kevwords

ALMRS Entry s. AUTOMATED
NOTATION

Enter Action Date (MANDATORY ACTION
CODE)~ Date royalty reduction
authorized; DE 1775/2910 Action Code
625; Action Remarks~ EFF MM/DD/YYYY;
General Remarks: Old royalty rate and
its effective date from MM/DD/YY to

MM/DD/YY.

Adjudication 6. ROYALTY
REDUCTION
DENIED

If the request for a royalty reduction

is denied issue a decision for the

denial. (See Appendix 1.) Denialof

a request for a royalty rate reduction

at the time of lease reinstatement does

not prohibit the lessee from requesting

such relief at a later date.

ALMRS Entry 7. Enter Action Date (MANDATORY ACTION
CODE): Royalty reduction denied; DE
1775/2910 Action Code 626; Action
Remarks: Enter reason (optional).

AUTOMATED
NOTATION
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Kevwords
Period of withholdina Action on Lease IssuanceM.

WITHHOLD ISSUANCE
OF NEW LEASE FOR
90 DAYS FOR LANDS
IN TERMINATED
LEASE OR WHILE
REINSTATEMENT
PETITION PENDING

No lease is to be issued within 90 days after the date of
termination of a lease, nor shall any new lease be issued
while a petition for reinstatement is pending, including
within the l20-day judicial review waiting period after the
IBLA has rendered a decision. (See 43 CFR 3l08.2-3(c).)
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Kevwords

N. Intro,duction (Class III Reinstatements)

CLASS III
REINSTATEMENTS

Section 401(f) of FOGRMA and 43 CFR 3108.2-4(a) allow for
the reinstatement of an unpatented oil placer mining claim
by conversion 'to a noncompetitive oil and gas lease under
Section 17 of 1the MLA. The conversion is contingent upon:
(1) the unpate]:lted oil placer mining claim was validly
located prior 1:0 February 24, 1920; (2) the placer claim
either has beel:l producing, is currently producing, or is
capable of producing oil or gas; (3) the claim has been
deemed conclus;Lvely abandoned for failure to timely file
the instrumentl3 required by Section 314(b) of the Federal
Land Policy and Management Act (FLPMA), 43 U.S.C. 1744; and
(4) the filing of a Class III conversion petition within
120 days after the final notification by the BLM authorized
officer or a court of competent jurisdiction of the
determination of the abandonment of the oil placer mining
claim.

RENTAL/ROYALTY
MONIES DUE
WITH PETITION

The filing of t:he Class III conversion petition normally
requires the palyment of rental or royalty, but not both.
The only time both rental and royalty are required when
filing a conve:t'sion petition is if production commences on
the oil placer claim after it has been deemed conclusively
abandoned, but before it has been converted to a
noncompetitive oil and gas lease. In this instance, the
first year's rental and the accrued royalty up to the time
of Illlrlg 0£ ~he conversion petition, is to be submitted
with the petition. Thereafter, monies due are based on the
status of the lands involved in the conversion petition as
follows: (1) If the lands are producing, only royalty is
due; (2) if the :Lands are capable of production but are not
producing, only minimum royalty is due; and (3) if the
lands are nonproducing and are not capable of production,
only rental is due. In cases where the oil placer claim is
in production or commenced production after it was deemed
conclusivelyabandoned, all accrued royalty monies shall be
maintained in a:[1 escrow account by the petitioner until the
abandoned claim j.s converted to a noncompetitive lease.
After a lease i:9 issued the accrued royalty are to be
transferred from the escrow account to the MMS account.

ESCROWED
ROYALTY MONIES
TRANSFERRED
TO MMS

If a valid oil iind gas lease has been issued for any of
the lands coverl!d by the abandoned oil placer mining claim
prior to the fi:Ling of a Class III conversion petition, the
Class III petition shall be denied for that portion of the
lands already included in the new lease. Such lands are no
longer availablE! for conversion to a noncompetitive lease
under the Class III reinstatement provisions (see 43 CFR

3108.2-4(c)).
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Keywords
0. Requirements for Class III Reinstatement

When a petition for a Class III reinstatement is filed
by the owner of the mining claim, or the authorized
attorney-in-fact, review the petition to determine that
the requirements have been met as follows:

CLASS III
REINSTATEMENT
REQUIREMENTS

1. The mining claim was validly located prior
to February 24, 1920, and has been or is currently
producing or is capable of producing oil or gas, and has
been or is deemed conclusively abandoned after January 12,
1983.

2. It is shown to the satisfaction of the
authorized officer that failure to timely file the
required instruments or copies of instruments required by
Section 314(b) of FLPMA was inadvertent, justifiable, or
not due to lack of reasonable diligence on the part of the
owner of the mining I~laim.

CLASS III
PETITION FILED

3. A Class III conversion petition is filed
within the 120-day period allowed, with the required rental
and/or royalty (including back rental/royalty) also filed
within the 120-day period, at the rates provided for
reinstated noncompetitive leases in accordance with 43 CFR
3103.2-2(d) and 3103.3-1(a)(1), respectively. Note that
the back rental/royalty does not have to be submitted at
the same t~ne as the conversion petition.

4. A $500 nonrefundable administrative fee is
paid. A $125 deposit (amount subject to change) also must
be paid for the cost of publication in the Federal Reaister.
However, note that these costs do not have to be submitted
at the same time as t~he Class III conversion petition nor
within the :12O-day pE~tition period.

5. An oil or gas lease has not been issued for

the lands prior to the filing of a petition for a Class III

reinstatement/conversion.

If the above conditions are met, follow the Class III
reinstatement proced1;lres in Section III.P, below.
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Po Class III Reinstatement Procedures

Responsible
Official SteD Action Kevwords

ALMRS Entry 1. E:nter the case into Case type 31117 and
enter the actions in accordance with
t:he current data standards .

J.a. AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Date application
received; DE 1775 Action Code
001/DE 2910 Action Code 124;
Action Remarks: Enter Abandoned
Mining Claim (optional).

lb. Enter Action Date (MANDATORY
ACTION CODE): Date Class III
reinstatement petition filed; DE
1775 Action Code 772/DE 2910
Action Code 284; Action Remarks:
Number and/or name of mining claim.

Adjudication 2. Verify date that the mining claim was
conclusively abandoned by checking the
mining claim case file for the
abandoned and void decision.

VERIFY
ABANDONMENT

3. , ~- , " ,

~eques~ repor~ rrom ~ne MMS ver~ry~ng

the amount of back royalties due. Back

royalties and/or rental must be paid,
calculated from the date of conclusive

abandonment, prior to any lease
issuance.

MMS REPORT -

BACK ROYALTIES

3a. The MMS will only be able to
furnish an approximation of
royalty monies owed, unless it has
the sales volume and exact price
at which the oil was sold.

Therefore, request the sale volume
and price information from the
mining claim owner or operator and
furnish it to the MMS when the
verification of the back royalties
is requested.
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Responsible
Official Steu Action KeYWords ,

4. The lease shall be subject to the
regulations and requirements under
43 CFR Group 3100. Therefore, check
the lands for availability for leasing
as for any other type of oil and gas
offer. If an oil and gas lease has
been issued prior to the date the
Class III conversion petition was
filed, the petition for conversion
shall be denied.

AVAILABILITY
FOR LEASING

5. PREPARE
LEA~E FORM

Prepare lease on Form 3100-11 for
issuance of a noncompetitive lease with
the terms and conditions required in
accordance with 43 CFR 3103.2-2(d) and

3103.3-1(a)(1).

6. NOTICE REQUIRING
MONIES AND LEASE
FORMS TO BE
SIGNED

Prepare a notice requesting all

additional monies due, execution of the
lease forms, and any stipulations (see

Illustration 45).

7. Upon receipt of additional monies and
executed lease forms, publish a Notice
of Proposed Conversion in the Federal
Reaister (see Illustration 46). Ensure
first that the payments made are
collectible.

FEDERAL REGISTER

PUBLICATION

NOTICE PREPARED

8. If an escrow account has been set up to
collect accruing royalties from the
time a petition has been filed, a
noncompetitive lease may be issued
without further monies due. Upon lease
issuance, the lessee must have all the
monies that have accrued in the escrow
account transferred to the MMS lease
account within 15 days of notice from
the BLM that the lease has been issued.

ALMRS Entry 9. Enter Action date: Date Federal
Reqister Notice is published; DE 1775
Action Code 240/DE 2910 Action Code
610; Action Remarks: Federal Reaister
citation.

AUTOMATED
NOTATION
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Responsible
Official stet) Action Kevwords

Adjudication 10. Issue lease 30 days following the date
the proposed conversion is published in
the Federal Reaister. Prepare the
lease for issuance with the effective
date being the date the claim was

conclusivelyabandoned.

ISSUE
LEASE

11. Prepare accounting advice to earn
monies and forward to Accounts and
the MMS-DHD .

ACCOUNTING ADVICE
TO MMS-DMD

12. Route for signing by authorized
officer, ALMRS Entry, and Title
Records through Docket.

ALMRS Entry 12. Update the case in the ALMRS automated
system using the current data
standards. (See Appendix 5 for a
l.isting of the key action codes from
the data standards that are to be used
in ALMRS Case Recordation and Record
System Release 1.0.}

AUTOMATED
NOTATION

12a. Enter Action Date (MANDATORY
ACTION CODE): Date reinstatement
approved; DE 1775 Action Code
773/DE 2910 Action Code 282;
Action Remarks: Class III.

Enter Action Date (MANDATORY
ACTION CODE): Date lease issued;
DE 1775 Action Code 176/DE 2910
Action Code 237; Action Remarks:

Optional.

12c. Enter Action Date (MANDATORY
ACTION CODE): Effective date of
0£ lease~ DE 1775 Action Code
225/DE 2910 Action Code 868~
Action Remarks: Optional.

Enter Action Code (MANDATORY
ACTION CODE): Enter l2~ percent
royalty rate; DE 1775 Action Code
lO2/DE 2910 Action Code 530.
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Responsible
Official Step Action Kevwords

12e. Date lease expires; DE 1775/2910
Action Code 763.

~: If the converted claim/lease is
in production (or goes into
production), do not enter DE
1775/2910 Action Code 763.

Title
Records

13. Update records and forward to Docket
for filing.

RECORDS

NOTATION

Docket 14. File case with active cases.
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Q. £lass III Reinstatement Petition Withdrawal -Disbursement of Funds

Responsible
Official stet) Action. Kevwords

ALMRS Entry 1. Enter Action Date (MANDATORY ACTION
CODE): Date petition withdrawal
received; DE 1775 Action Code 775/DE
2910 Action Code 292; Action Remarks:

Optionala

AUTOMATED
NOTATION

la. Enter DE 1775/2910 Action Code 202
for the lands to be offered for
competitive sale.

2. Enter Action Date (MANDATORY ACTION
CODE): Date case closed; DE 1775/2910
Action Code 970.

Adjudication 3.
PETITION

WITHDRAWN AFTER

PUBLICATION

SUBMITTED -

MONIES EARNED

If a petition is withdrawn after

submission of a proposed reinstatement

r[\ent for publication in the Federal

l~eaister, the $500 administrative fee
cmd publication costs are earned.

3.
PETITION

WITHDRAWN BEFORE

PUBLICATION

SUBMITTED -

REFUND FEES

If a petition is withdrawn be£ore
submission of a proposed reinstatement
1:or publication in the Federal
Reqister, refund the $500 administra-
t~ive fee and publications monies in
whole.
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R. Cl§:.ss III Reinstatement Petition Denied -Disbursement of Funds

Responsible
Official stet) Action Keywords

ALMRS Entry 1. Enter Action Date (MANDATORY ACTION
CODE): Date reinstatement petition
denied; DE 1775 Action Code 774/DE
2910 Action Code 283; Action Remarks:
Enter reason (optional).

AUTOMATED
NOTATION

la. Enter DE 1775/2910 Action Code 202
for the lands to be offered for
competitive sale.

2. Enter Action Date (MANDATORY ACTION
CODE): Date case closed; DE 1775/2910
Action code 970.

Adjudication 3. Refund the $500 administrative fee and
~ederal Reaister publication monies in
whole.

PETITION
DENIED -

FEE REFUND

4. I:ontinue to process the lands for

:leasing .
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Kevwords
s. Reduction of Rovaltv -Class III Reinstated Lease

The procedures for processing a request for a reduction of
royalty for a Class III reinstated/converted lease are the
same as for a royalty reduction for a Class II reinstated
lease. (See Step III.L, above.}

ROYALTY
REDUCTION
REQUEST
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IV. Cancellations Kevworde

A. ~essee Defiiults or Violations

CANCELLATION
OF LEASE

If the lessee fails to comply with any provisions of the
law, regulations, or the terms and conditions of the lease,
the lease may be cancelled by the authorized officer if the
leasehold does not contain a well capable of production of
oil or gas in paying quantities, or if the lease is not
committed to an approved cooperative or unit plan or
communitization agreement that contains a well capable of
production of uniti:~ed substances in paying quantities.
(See 43 CFR 3108.3(a) and 30 U.S.C. 188(b).) The lease
cannot be cancelled by the authorized officer if the rights
of a bona fide purchaser have intervened (see Section V,

below).

The lessee must be allowed 30 days to cure a default before
administrative action to cancel the lease is taken by the
authorized officer. After 30 days have elapsed from the
date of receipt of t:he decision, if the lessee has failed
to take action to correct the default, lease cancellation
action is to be taken. No rental refund is due the lessee.
After the end of the! appeal period, if no appeal has been
filed, the lands are~ available again for lease only through
the competitive leasling process in accordance with 43 CFR
Part 3120.

CANCELLATION BY

ADMINISTRATIVE

ACTION

If an appeal is timely filed and the IBLA or a Federal
Court determines that a lease cancellation is in error, a
decision is to be pl:'epared rescinding the decision
cancelling the leasei (see Illustration 47). The IBLA held
in Howard s. Buabee, 29 IBLA 30 (1977), that cancellation
of an oil and gas le,ase is discretionary and not mandatory,
and the lecLse need not be cancelled because of the failure
of the lesElee to meet a regulatory requirement that is
amended, where there are extenuating circumstances and
there is no impairment of third party rights and no adverse
impact on the interests of the United States. (See also
Merle C. Chambers, 40 IBLA 144 (1979).)

CANCELLATION
BY JUDICIAL
PROCEEDINGS

If the lease contains a well capable of production of oil
or gas in paying quantities, or if the lease is committed
to an approved cooperative or unit plan or communitization
agreement that contains a well capable of production of
unitized substances in paying quantities, it may be
cancelled only by judicial proceedings in accordance with
the provisions of Section 31(a) of the MLA (30 U.S.C.
188(a). The judicial action must be taken in a Federal
district court for the district in which the lands are
located.
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Keywords

If a lease interest is owned or controlled, directlyor
indirectly, by means of stock or otherwise, in violation
of any of the provisions of the MLA, judicial proceedings
in Federal district court are required to cancel such an
interest. The judicial action must be taken in a Federal
district court for the district in which the lands are
located.

CANCELLATION

OF PARTIAL OR

OTHER LEASE

INTERESTS

If less than the whole interest in a lease, interest, or
option is cancelled or forfeited and there are valid
interests in the lease not subject to cancellation, those
cancelled or forfeited interests shall be offered by
competitive bidding to the highest responsible qualified
bidder. The competitive offering of such interests does
not have to be by o~.al auction. but may be by sealed bid
or other appropriate means (see 30 u.s.c. 184(h)(2)).
(See Handbook 3120-1, Section III.B.)

CANCELLATION DUE

TO VIOLATION

OF SECTION

2(a)(2)(A) OF

MINERAL LEASING

ACT

A lease or interests therein held by an entity in violation
of section 2(a)(2)(A) of the MLA (30 U.S.C. 201(a)(2)(A»
shall be subject to lease cancellation. Section 2(a)(2)(A)
of the MLA requires that any entity that holds and has held
a Federal coal lease for 10 years beginning on or after
August 4, 1976, and who is not producing coal in commercial
quantities from each such coal lease, cannot qualify for
the issuance of any oil and gas lease (or any other mineral
l&aQ&) .~~OW&v&-;:, a.:;q-~iaitivi1 by au~h cnt.l~y 0£ an oil and
gas lease interest through an assignment or transfer is
permissible. If an oil and gas lease is issued to an
entity and, subsequently, the entity was determined to be
in violation of section 2(a)(2)(A) at the time of such
lease issuance, the oil and gas lease shall be cancelled.
In the event the oil and gas lease interests have been
assigned or transferred by that entity to another party,
and it is later determined that the assignor was not in
compliance ,..,ith section 2(a)(2)(A), the Notice to Lessee
that is re~lired to be attached to every lease issued on or
after December 31, 1986, (see Handbook 3120-1 and Handbook
3110-1) wil:L prevent the transferee from qualifying as a
bona fide purchaser, and the lease is subject to
cancellation.

See also Section V, below, pertaining to bona fide
purchasers, that often may be related to lease interests
held in violation of the law or lease cancellation actions,
and Section VI pertaining to waivers of lease rights that
may apply during a lease cancellation proceeding.
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KeyWords

CANCELLATION DUE
TO VIOLATION

OF SECTION 17(g)

OF MINERAL

LEASING ACT

An oil and gas lease issued, or an assignment or transfer
approved, 1:0 an entity or any subsidiary, affiliate,
person, association,. or corporation controlled by or under
common control of an entity which is found to be in
violation of section l7(g) of the HLA shall be subject to
cancellation. Noncompliance with Section l7(g) of the MLA
begins on 1:he effective date of the imposition of a civil
penalty when the entity has failed or refused to comply
with reclamation re~~irements on any lease and operations
thereon in which suc:h entity or person has an interest.
The lease c:annot be cancelled, however, during the pendency
of any admj~nistrativ'e or judicial appeals that have been
filed concerning the violations or penalties assessed for
failure to comply with the prescribed reclamation standards
on the leasle .

See Appendj.x 3 for a. compendium of IBLA decisions
concerning lease cancellation issues.
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Kevwords
B. ~ise ErronE~ouslv Issued

When a leasla has been erroneously issued, the lease is
subject to c:ancellation, with the exception that. a lease
issued for :Lands eligible and available for le~sing, but
that has belan issued in violation of an administrative or

regulatory ]~equirement, need not be cancelled in the
absence of an intervening qualified applicant or some

overriding policy consideration. (See Merle C. Chambers,
40 IBLA 144 (1979) and Appendix 3.)

CANCELLATION
OF LEASE
ERRONEOUSLY
ISSUED

LEASE
ERRONEOUSLY
ISSUED TO
JUNIOR OFFEROR

If the land II were elj.gible and available for leasing, and
a lease is c:ancelled in whole or part because it was
erroneously issued to a junior offeror, the law requires
that the qucllified person .first making application for a
lease (the Ilenior off:eror) is entitled to receive any lease
that is iss\led. The junior offeror is entitled to a refund
of the advance or eaz'ned rental. The lessee whose lease is
improperly c:ancelled and who fails to appeal loses the
right to the! lease. If the lease is known to contain
valuable deposits of oil or gas, it can be cancelled only by
Federal dist:rict court action. (See Section IV.A, above.)

Possible mistakes that occur resulting in issuing leases
erroneously include the following (see also Appendix 3):

LEASE ISSUANCE
ERRORS

1. Erroneous interpretation or notation of the
~t~t'.!~ ':!f tb~ :!.:!!d, i..~., ~ :!.~~~~ i.= i==u~d for land= that

are already in an existing lease, for patented lands, for

withdrawn lands, for lands within a city limits, or for

lands on which there is a prior offer, etc.

20 Erroneous interpretation of law or
regulations resulted in issuance of a lease contrary to
the law or regulations.

3. Lease issued without proper surface owner
consent having been olbtained, i.e., for Department of
Defense (military) lands, acquired lands minerals,
U.S. Forest Service l,ands (acquired and public domain
mineral lands), etc. (See Joe E. Shelton, 73.IBLA 250

(1983).)

.4. Known Geological Structure or Favorable
Petroleum Geological Province lands that were
inadvertentl:f leased noncompetitively in response to
pre-December 22, 1987, offers.
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Keywords
c. ~~ssee ObiE!ction to Stipulations

LESSEE OBJECTS
TO ADDITIONAL
OR CHANGED
STIPULATIONS
PLACED ON LEASE

A lessee mciy lodge cL protest and request revocation of a
lease because of rej:usal to accept additional or changed
stipulations that we!re placed on the lease prior to its
issuance, but witho\;lt adequate notice to the lessee and
without si~lnature of agreement to the changed stipulations
(see Handbook 3120-1, Section II.E). The Onshore Oil and
Gas Leasin~l Reform Act requires a minimum of 45 days notice
of the offE!ring of the lands for lease, and the exact
language oj: all stipulations applicable to the lands are to
be included in the elale notice. However, when additional
or changed stipulatj.ons that would not increase the value
of the lands are placed on the parcel after the posting of
the sale notice, but: prior to issuance of the lease, after
a 45-day pe!riod required to give notice of the changed or
added stip\;Llation has elapsed, if the bidder/applicant was
not been gj.ven a. 30-.day period by notice in which to accept
the stipulcLtion chaI1lge, the lessee may refuse the lease
within 30 clays afte:t' the effective date of the lease.

If a lessee! requests revocation of a lease within 30 days
after the lease effective date because a stipulation was
changed a.ft;er the competitive sale without notification
allowing thle lessee the opportunity to accept or appeal the
stipulation, prepare a decision rescinding the lease. The
first year's rental and any bonus bid shall be refunded, as
well as the, filing or administrative fee in such cases.
These lands will not revert to noncompetitive leasing
during the 2-year period following the sale, and must be
offered for sale again. The lands in a rescinded lease
that were based on a pre-December 22, 1987, offer must be
offered competitively unless there is another
pre-December 22, 1987, offer pending for the same lands.
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D. ~ocessina Cancellations

Responsible
Official Step Action Kevwords

Adjudication 1.
DEFAULT/LEASE
CANCELLATION

When a determination of default has
been made, prepare an interlocutory
decision allowing 30 days from date of
receipt to cure the default.

2. If the lessee fails or refuses to
comply and the lease contains no well

capable production of oil or gas in
:paying quantities, or is not committed
.~o a unit or communitization agreement
that contains a well capable of
production of unitized substances in
paying quantities, prepare a final
decision cancelling the lease giving
the right of appeal.

3. ~['he effective date of the cancellation
;Ls the date of the final decision,

E!XCept that the cancellation may be

Iltayed by any appeal of the decision
t:hat is filed by the lessee.

CANCELLATION
EFFECTIVE DATE

4. ~;end copies of the final decision to

t;he SM and Field office fluid minerals

operations staff.

s.
CANCELLATION
DECISION POSTED

F'ost a copy of the cancellation
dlecision in the Public Room of the
S:tate Office, and ensure that the BLM
F'ield Offices and the SMA office with

jurisdiction over the lease lands
involved also post a copy of the
cancellation decision.
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Responsible
Official Sten Action Keywords

~: The law requires an elaborate
method for sending the decision
giving the lessee notice of
default. The law at 30 U.S.C.
188(b) specifies, "Such notice
in advance of cancellation shall
be sent the lease owner by
registered letter directed to
the lease owner's record

post-office address, and in case
such letter shall be returned as
undelivered, such notice shall
also be posted for a period of
thirty days in the United States
land office for the district in
which the land covered by such
lease is situated, or in the
event that there is no district
land office for such district,
then in the post office nearest
such land."

6. Complete the accounting advice
cancelling the lease and send to
the MMS-DMD through Accounts.

ACCOUNTING
ADVICE -

CANCELLATION

ALMRS Entry 7. Update the case in the ALMRS automated
system to cancel the entire lease using
the current data standards:

AUTOMATED
NOTATION

7a. Enter Action Date ( MANDATORY

ACTION CODE): Date of decision

cancelling lease; DE 1775 Action
Code 756/DE 2910 Action Code 199;

Action Remarks: Reason for

cancellation.

!!Qn: Remove DE 1775/2910 Action
Code 763. Also, if lands
are available for leasing,
enter DE 1775/2910 Action
Code 202.

7b. Enter Action Date (MANDATORY
ACTION CODE): Date case file
of cancelled lease closed; DE
1775/2910 Action Code 970.
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Responsible
Official Step Action Kevwords

Update the case in the ALMRS automated

system to cancel the lease in part

using the current data standards:

AUTOMATED
NOTATION

8.

Sa. Enter Action Date (MANDATORY
ACTION CODE): Date of decision
cancelling lease in part; DE 1775
Action Code 757/DE 2910 Action
Code 200; Action Remarks: Reason
for cancellation.

r!Qn: Change lease's legal land
description and acreage.
Also, if cancelled lands
are available for leasing,
enter DE 1775/2910 Action
Code 202.

Title
Records

9. RECORDS

NOTATION

If entire lease cancelled, remove oil
and gas lease number and make
appropriate notation to the records.

10. If entire lease cancelled, file case
file with closed files.

Docket

~A A~ -~~~ --.
~...J W...~..Q..~,",..

11 !f lauda axe available fo~ l~~~lI1g,
continue to process the lands for

re-leasing.
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E. F..!:-ocessina Leases Improperly Issued

Responsible
Official Step Action Kevwords

Adjudication 1. If a lease was improperly issued to a
party, cancel the lease by decision
(see Illustration 48), except where the
rights of a bona fide purchaser have
intervened (see Section V, below).

CANCEL LEASE
IMPROPERLY
ISSUED

~: Cancel leases issued for
patented lands and withdrawn
lands, or for other lands that
are not authorized under law to
be leased. A bona fide
purchaser cannot prevail in
these cases.

2. If applicable, issue a lease to the

first qualified (senior) applicant.

3. Inform the appropriate SMA of the lease
cancellation by a copy of the decision,
or use a list to report the leases that
are cancelled (see Illustrations 24 and

25).

ADVISE
SMA

4. If no appeal is filed, prepare an
accounting advice to cancel the lease
in whole or in part, and authorize a
:t'efund, if applicable. Route to
Accounts and MMS-DMD.

ACCOUNTING

ADVICE -

RENTAL REFUND

ALMRS Entry s . J~nter action Date (MANDATORY ACTION
~:ODE): Date of decision cancelling the
:lease: DE 1775 Action Code 756/DE 2910
l\ction Code 199; Action Remarks:
]~eason for cancellation.

AUTOMATED
NOTATION

Title
Records

6. :[f lease cancelled in its entirety,

J,ernove oil and gas lease number and

rl\ake the appropriate notations to th~

J,ecords. Otherwise, adjust lease

boundary when lease is cancelled in

part.

RECORDS

NOTATION

Docket 7. 1~ile case file with closed files if
J.ease is cancelled in its entirety.
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Responsible
Official Step Action Kevwords

File case file for lease cancelled in
part or newly issued lease with active
cases.

8.

Adjudication 9. Following cancellation of a lease, if
there is no first qualified offeror and
the cancelled lands are available for
leasing, the lands must be reoffered
under the competitive leasing system
(Bee 43 CFR 3120 and Handbook 3120-1).
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F. :f.r.ocessina I:ancellation of Retained Lease Interests

Responsible
Official Step Action Kevwords

Adjudication 1. DEFAULT -

CANCEL LEASE

:[f a lease is issued to a lessee that
has failed or refused to comply with
imy provisions of the law, the
J:'egulations, or the lease terms, and
1:he lease has been assigned to a bona
j~ide purchaser, the interest, e.g., the

overriding royalty interest, retained
by the lessee in noncompliance must be
c:ancelled .

2. CANCELLATION
DECISION

I?repare a decision cancelling
1:he interest retained by the

J.essee/assignor (see Illustration 49).
~;end a copy of the decision to the
clppropriate SMA.

ALMRS Entry 3. !:nter Action Date (MANDATORY ACTION
C:ODE) : Date of dec is ion cancelling the
1.ease interest; DE 1775 Action Code
j'57/DE 2910 Action Code 200; Action
Plemarks: Type of interest cancelled.

AUTOMATED
NOTATION

Adjudication 4. F'ollowing appeal period, if no appeal
is filed, process cancelled interests

for competitive leasing in accordance

~'ith 43 CFR 3120.1-l(c). (See

Handbook 3102-1, Section II.E.)

OFFER FOR
COMPETITIVE
LEASING

Docket 5. File case file with closed cases.

Reverse Side Intentionally Blank
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Keywords
v. Bona Fide Purcha~

A. lntroductio[l

BONA FIDE
PURCHASER

The bona fide purchaser aI:Qendment was added to the MLA,
30 U.S.C. 184(h)(2) "to 184(i), to protect bona fide
purchasers of Federal oil and gas leases who acquired
holdings in good faith from the possible consequences of
violations ,:>f the law by their predecessors in title, e.g.,
predecessors that obtained leases in violation of the
acreage limitation provisions. The bona fide purchaser
amendment helped to promote development of oil and gas
resources on public :lands, and to protect innocent
investors and purchasers.

The Secretary has broad authority to cancel oil and gas
leases for violations of the MLA and regulations
thereunder, and for administrative errors committed before
a lease was issued. However, the Secretary's authority is
limited by the bona j:ide purchaser amendment. The bona
fide purchaser protec:tion does not extend to leases that
are legal nullities I[void) I e.g. I lands not subject to
leasing by statute at: the time of lease issuance. Also,
the bona fide purchailer protection does not extend to
post-lease infractions or violations because they are
handled under the re~~latory cancellation procedures of
43 CFR 3108.3. The bona fide purchaser protection does
extend to voidable le!ases, e.g., the lease is issued for
the lands a,'ailable 1:or leasing but is not issued to the

first-qualij:ied applj.cant, or the lease is issued in
violation oj: establislhed procedures ( e. g. I National
Environmental Policy Act procedures, etc.). (See
Clavton w. Williams. Jr.. Exxon Corn., 103 IBLA 192

(1988).)

The bona fide purchasler protection applies only to a
purchaser 01: a lease, interest in a lease, or an option to
acquire an E!xisting lease, but does not apply to an
assignee of a lease clffer since a lease does not yet exist.
Also, if a ].ease has expired or terminated for failure to
timely pay amnual ren.tal, the absence of a lease at the
time of an assignment or transfer of operating rights
deprives the transferee from any benefit of bona fide

purchaser px.otection. Similarly, if lease rights were
assigned or transferred prior to the lease anniversary date
and the leae.e subsequently terminated by operation of law
for nonpayment of the annual rental, bona fide purchaser
protection does not exist. Actions by the assignor, such
as lease relinquishment, do not afford the assignee
bona fide purchaser protection.
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Keywords
.p-g.!:erminina Bona Fide PurchaserB.

BONA FIDE
PURCHASER
DETERMINATION

A bona fide purchasel~ must have acquired the interest in
good faith, for valuable consideration, and without notice
of a violation of Department of the Interior regulations.
The protection of a bona fide purchaser of an oil and gas
lease applies only where consideration has been paid before
notice of cancellation has been received by the lessor and
has become part of the BLH records. (See Bernard Kosik,
70 IBLA 373 (1983).) The consideration must be actually
paido A commitment to pay is not enough. (See

Robert L. True (d/b/a/ Comanche Enterprises, Petroleum
Research Corp., et al., Satellite 8303116, 101 IBLA 320

(1988).)

BONA FIDE
PURCHASER

QUALIFICATIONS

The assignees of Federal oil and gas leases who seek to

qualify as bona fide purchasers are deemed to have

constructive notice of all of the BLM records pertaining

to the lease at the time of the assignment. For example,

if a noncompetitive oil and gas lease had been erroneously

issued, effective December 1, 1986, in response to a junior

offer filed June 4, 1986, and it was later determined that

the lands were subject to a senior offer filed October 31,

1985, that was not recorded to the records until

February 26, 1987, and the lessee of the junior filing

enters into an assignment on June 8, 1987, the assignee is

not a bona fide purchaser entitled to bona fide purchaser

' ~L- ---, --0 l:'£.,",..g... '"'.. g...m..aa a m~~.LylU1I~n~ Wd9 execu~ea dr~er ~ne

records had indicated the existence of senior offer.

Therefore, the junior lease can be cancelled in this case.

The test of notice of a superior right is whether the facts

are sufficient to put an ordinarily prudent person on

inquiry that, if followed with reasonable diligence, would

lead to a discovery of defects in the title or equitable

rights of others affecting the lease.

REMOTE
PURCHASER

A remote purc:haser, i.e. one who purchases an oil and gas
lease interest from a bona fide purchaser, is protected
just as the J.atter, even where the remote purchaser is
chargeable wj.th knowledge that there may have been a legal
discrepancy when the J.ease was initially issued. (See
Ervin Staacke, ~t al., 62 IBLA 278 (1982).) Note, however,
that for remclte purchaser protection, the remote purchaser
must. purchase the leaEle from a valid bona fide purchaser
of the lease. (See Bslbert L. True (d/b/a Comanche
Enterprises) Petroleum Research Corp.. et al.. Satellite
8303116, 101 IBLA 320 (1988).)
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KeyWords

BONA FIDE
PURCHASER STATUS
EVIDENCE REQUEST

When a lease cancellation is being considered for a lease
that has been assigned, the SO Adjudication needs to
ascertain whether the possibility exists that the assignee
has bona fide purchaser status. In such a case, the
decision issued to initiate lease cancellation is to
provide the party the opportunity to present evidence that
it acquired and holds the lease interest as a bona fide
purchaser, and any opposing party is to be given the
opportunity to indicate any evidence to the contrary (see
York Associates, 58 IBLA 25 (1981)).

CONSTRUCTIVE
NOTICE IN
CASE FILE

For any lease interest holders that are undergoing
investigation for pr,obable violations of the MLA, the
regulations, or the provisions of the lease, the affected
case files are to be documented with a Notice to
Prospective Assignees regarding the investigation. The
date the case file i:B noted is considered the date that
constructive notice l.'as given that the leases were subject
to cancellation. (See Richard w. Eckels, 65 IBLA 76
(1982).) If an assic;nment is executed after the date that
constructive notice is given, the assignee is not
considered a bona fide purchaser. See Illustration 50 for
a decision denying an assignment because the bona fide
purchaser status cou:Ld not be recognized.

Reverse Side Intentionally Blank

Rel.3-301

1/27/95
B LM MANU AL

Supersedes Rel. 3-119
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8-3108-1 -RELINQUISBHEHTS, TERH:rBATIONS, AND CANCELLATIONS

KeyWords
VI. Waiver of Lease Riqhts

A. Introduct iorl

WAIVER OF

LEASE RIGHTS

The regulations at 43: CFR 3108.5 and the MLA at
30 U.S.C. 184(j) prov'ide that during the lease cancellation
proceedings, a lessee! may file a waiver of lease rights,
including the rights to assign any of the lease interests
or to drill on the le,ase, or the Secretary of the Interior
may suspend such righ.ts pending a final decision on the
cancellation proceedings. When a lessee files a waiver of
lease rights in the p'roper BLM office, the obligation to
pay rental and the lease term must be suspended beginning
from the first day of the month following the filing of the
waiver or the Secretary's suspension. During the waiver,
the suspension continues until the first day of the month
following the final decision of the proceeding or the
revocation of the waivero However, if the waiver of lease
rights is filed in the proper BLM office after the lease
anniversary date, and the rental had not been timely paid,
the lease automatically terminates and the waiver of lease
rights cannot be honored. The purpose of the waiver of
lease rights and the suspension of the lease payments and
lease term is to prevent the lease from terminating during
the pendency of the cancellation proceedings, but at the
same time to prevent the lease property from being
transferred to another party or from being drilled and
developed during the course of the cancellation proceedings.

It is important to no"t.e that a waiver of lease rights is

not limited to a bona fide purchaser.

Rel. 3-301

1/27/95

BLM MANUAL

Supersedes Rel. 3-119
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H-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

8. Waiver of Lease Riqhts Procedures

Responsible
Official Step Action Keywords

Adjudication 1. Upon receipt of a waiver of lease
rights, determine if it is acceptable,
i.e., if it was executed by all of the
current record title holders and was
filed prior to the anniversary date.
If the waiver is received after the
anniversary date and the annual rental
was not timely paid, prepare a decision
denying the request for a waiver of
:lease rights. Send a copy to all
interested parties (see Illustration

51).

WAIVER OF

LEASE RIGHTS

REVIEWED

2. DOCUMENT
CASE FILE

If the waiver is acceptable, document
the case file indicating the beginning
date of the waiver suspension period.

3. ACCOUNTING

ADVICE -

SEND TO MMS-DMD

Prepare accounting advice for the
MMS-DMD to suspend the lease in its
automated system (see Illustration 52).

ALMRS Entry 4. AUTOMATED
NOTATION

Enter Action Date (MANDATORY ACTION
CODE): Effective date of suspension of
lease; DE 1775 Action Code 315/DE 2910
Action Code 676; Action Remarks: Enter
reason (LSE RGTS WAIVER).

Adjudication 5. Return case file to Docket until final
action is taken on cancellation

proceedings.

Docket 6. File cases with active cases.

Adjudication 7. If the cancellation is reversed,

prepare a decision adjusting the lease

terms. (See Handbook 3103-1.)

CANCELLATION
REVERSED

8.ALMRS Entry Update the case in the ALMRS automated
system using the current data

'standards. (See Appendix 5 for a
listing of the key action codes from
the data standards that are to be used
in ALMRS Case Recordation and Record
System Release 1.0.)

AUTOMATED
NOTATION

Rel. 3-301

1/27/95

B LM MANUAL

Supersedes Rel. 3-119
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8-3108-1 -RELINQUISHHKNTS, TERMINATIONS, AND CANCELLATIONS

Responsible
Official SteD Action. Keywords

Sa. Enter Action Date: Date decision
reversed; DE 1775 Action Code
720/DE 2910 Action Code 366;
Action Remarks: Cite IBLA
decision.

Sb. Enter Action Date (MANDATORY
ACTION CODE): Date waiver of
lease rights suspension lifted;
DE 1775 Action Code 316/DE 2910
Action Code 678; Action Remarks:

Optional.

Sc. Enter Action Date (MANDATORY

ACTION CODE): Date lease

extended; DE 1775 Action Code

258/DE 2910 Action Code 235;

Action Remarks: THRU MM/DD/YY;
and

ad. Enter Action Date (MANDATORY
ACTION CODE): Date lease expires;
DE 1775/2910 Action Code 763;
Action Remarks: Optional.

nQn: In the ALMRS Case Recordation
and On-line Recordation & Case
Access System (ORCA), the lease
will remain in the cancelled
disposition unless an action
code is inserted to put the
lease back in an authorized
disposition. In order to
reactivate a lease, the
cancelled codes must be removed
and replaced with the DE 2910
Action Code 393 for a decision
Issued, with entry in the Action
Remarks of "LEASE CANCELLED."

Reverse Side Intentionally Blank

Rel.3-301

1/27/95

BLM MANUAL

Supersedes Rel. 3-119



Illustration 1

(I.D.2a)
H-31O8-1 -RELINQUISHMENTS, TER}IINATIONS, AND CANCELLATIONS

Format for Decision Showing Lease Relinquished in Entirety

"" """.' "","T

United States Department of the Interior

KlR..:\l Clf I.\~I) \1 \~\C;..:\1..:~1

JIOS (Office Code)

Serial No.

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

DECISION
L e/Adc1re8B

Oil and Gas

Oil and Gas Lease Relinauishment A(:(:ented

Pur.uant to .ection 30(b) of the Mineral Lea.inq Act of February 25, 1920,
30 U.S.C. 187(b), a. amended, the relinquishment of oil and gas lease ISerial
number\ in it. entirety i. accepted effective tDate\ .

In accordance with the requlations and the term. of the lease, the
relinquishment i. .ubject to the continued obligation of the lessee and .urety
to make payment of all accrued rental. or royaltie. and to place all wells on
the land. relinqui.hed in condition for suspen.ion by authorized Bhut-in or
abandonment, and to complete reclamation of the lea.ed land. or surface waters
adver.ely affected by lea.& operation. in a timely manner after abandonment or
c...ation of oil and ga. operation. on the lea.e.

Th. land. embraced by the relinqui.hed leas. are,

Containing aCr88.

Authorized Officer

Distribution:
MKS-DMD, Hai1 Stop 3110
SHA (if other than BLM)

ReI. 3-301
1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 2

(I.D.2a)

H-3108-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

Format for Decision Showing Partial Lease Relinquishment

I~ K..:I'I.'. Kf',:K I

United States Department of the Interior

III H.:AI II.. L\'1) \1\' \(;.:\1.:'T

3108 (Office Code)
Serial No.

CERTIFIED KAIL--RETURN RECEIPT REQUESTED

DECISION
L /Addr...

Oil and Gas

Oil and Gas Lease Relinauishment in Part A""ented

Pur.uant to .ection 30(b) of the Mineral Leasinq Act of February 25, 1920,

30 u.s.c. 187(b), a8 amended, the relinquishment of oil and qa8 lease !Serial

number' in part i. a""epted effective IDate\ , a8 to the relinquished

land8 de8cribed below.

In accordance with the regulation. and the term. of the lease, the partial
cancellation i. .ubject to the continued obliqation of the lessee and .urety
to make payment of all accrued rentals or royalties and to place all wells on
the land. relinqui.hed in condition for .uspen.ion by Authorized shut-in or
abandonment, and to complete reclamation of the leased land. or surface water.
adver..ly aff.cted by leas. operation. in a timely manner after abandonment or
ce.eation of oil and qa. operation. on th. lea...

Land. r.linqui.hed:

Containing acree.

~and. remaininq in the lease,

Containinq acrea.

Authorized Officer

Di.tr.i.J)ution:
MMS-DMD, M.S. 3110
SMA (if other than BLM)

ReI. 3-301

1/27/95
ELM MANUAL

Supersedes Rei. 3-l,lQ



Illustration 3
(I.D.3)

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Accounting Advice for Relinquishment of Lease

in Entirety

UNITED STATES
DEPARTMENT OF THE INTERIOR

BlJREAU OF LANO MANA(;EMENT

RECEIPT AND ACCOUNTING ADVICE

Faml 1370--11

,March 198-1)

No.14 2 O 15 9 06

Sulljecc ENTIRE RELINQUISHMENT

AppllCanL BIG OIL CORP.

1450 oil Building, 11100

Denver, CO 80299

R.ml"...

A..I~n"r

LEASE ~A~A(;'~~E~T DAIA -

ORIGINAL ~ERIAL NO RATE

GAGA 55678

AM()l!!;T ACTUAL UNI:r.L.

l5/1/1991

ASSIGNMENT SERIAL NO RAT~

AMOl::;T i AXV DAfE .~~ JJ}~I,L C,"C I ii,(" t DISTRICT I ~EXT BILL ACTVAL UNITS

APPI.YREM:TrANtE
RemarksACTION

FILIN(;~.EE Entire lease relinquished.
Effective 12/20/1994.

RENTAL

UN~;AR~~;D

R~:f'l!N[)

TOTAl.
~-~

BY ~t1a- J .h UATE 12/28/94~~ ONLY ~

DILL"" i F"ORt:STItEF"UGE
SUMBt;R

lA on E"ro.c
','S"~ ..

r..'-.: Au'u f:,e..W",'
:J Au"' \(,'ne""

II( I"'.,..t'

l'I..'aU"" Rlwht.'

"I.."a.."

1\,,",! f""I'

BLM MANUAL

Supersedes Rei. 3-119

ReI. 3-301

1/27/95



Illustration 4

(I.D.3J
H- 3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Accounting Advice for Partial Lease Relinquishment

UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

I Fann 1370--'1

(Morch 1984)

No.14 2 O 16 2 06

';ull,e"c

A""iI,ant

Remitter

AssIgnor

LEASE ,\\ANAGE:ME:NT DA1'A [Jt;PDATE DPA \'MfNT

ORIGINAl. SERIAl. ~O RATE

AMOUNT I ACTlJALlJNJTS

ASSIGNMENT SERIAL ~O ACRES,l:~IT~ RAT[

AMOUNT I A~V DATE 1 EXP. DATE lIlII.L C'.C I sIr I DISTRICT. I ~EXT BII.I. I ~ISC DATA i {; 0( M

R.marks

Partial relinquishment; 600 acres remain

in lease.

Effective 1!9!1995.

rILIN(;fEE

RENTAL

!:N~ARNf;D

Rt:FIJNI1

TOTAL

;J --"" 0/ .-:.

flY ~-?0' ~.., ' ,,;;
AM()I;'.T Ill'£

IJATE

: l.I... In t:,,'ro."

C I(I;~"

:X] "U", t:,cal.l""
( Au"' It,'n,""

I ...F6RMMS USEONL-Y ,
I DILL"" f()Rt.ST l<t.ft;r.E

~LMBI-;R
"I Inloro"l'

()",.r.lInll R,llhl"'

tlt..ril"'r

I"'n" ,,",('

')1'5 SI-:"TI'I:.;

ELM MANUAL

Supersedes ReI. 3-119
ReI. 3-301

1/27/95



Illustration 5

(I .D. 3)

H- 3108-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

Format for Accounting Advice for Partial Lease Relinquishment

Involving Multiple Counties

UNITED STATES
DEPARTMENT OF THE INTERIOR

BlJREAU OF LAND MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

Fonn IJ70--11
(March 198-1)

No.14 2 U 1 a 6 08

PARTIAL RELINQUISHMENT INVOLVING MULTIPLE COUNTIES

DIXON PETROLEUM GO.

1775 Dix Building

Denver, CO 80299

S..bjOCI

Appl,c:.nc

Remlller
NOTE: Fill in both lines

-even if "DnIY one line

contains the changes.A..lwnor

LEASE .\\A:;A(;EMES7 DArA ONE\I'

OltlGINAL SERIAL NO ! AS'-'. I TYPE crY r[;N!! SYMBOL R.~TE

1032 114 I I 5003-
1~1114 I' 5003

08 1 ."
COC-81324 ON

AMOUNT
I ACTUALt;~ITS

ASSIG~ME~T SERIAL NO. ! ASl;. I TYPE I 37 ! (.T\. rl'~IJ SYMBOL ACRES/[;NIT~ RATl

AMOVNi
ACTUAL UNITS

ACTI()N ft:ND ~YMIJ()L I l'TY AMOL:NT
Remark.

Partial relinquishment.

Effective 1!12!1995.FI[.:I'"/; rEE

RENTAL 320 acres in County 032 and 40 acres in
County 041 relinquished.

t:~.;~AR:.;~D

Rt:rl;NII

TOTAL
r

AMOL:~TIJl"E .-.:
(',,:R\ lJATE 1118195

L.; ~... ", ;:'l.ro."

= "1;~"

[j A"", f;""I.",,,'
,-' A,J". I!,.n."'"

F6R MMS USE ONLY
DILL"" F()R~:;T RC;Fl:i;C;

~,MR~;R

fIr Inl."'l"

f "".,ol,n. !\..n,.

",."-",,

11..n" f"","

I)(.S .,r;('Tlo~

Ewl. 3-301
1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 6

(I.D.4)H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Memorandum of Notification of Relinquished Lease

"'ItfPCYItff':It,c

United States Department of the Interior

HlRfo:AI (IF L"II ~.",,(;fo:\1..:'T

3108 (Office Code)

Memorandum

Tol

Froml

BLH Fi.ld Offic. Fluid Min.ral Operation.

Stat. Dir.ctor IFluid Minerals Adiudi"ation Code\

Subjec~: oil and Ga. Lea.e Relinqui.hmen~. Accep~ed

The following lea.e. were relinquished in ~heir en~ire~y:

(Name\ DiBtric~

Effective date:

(Lease serial number\

(Lease serial number\

The following leas.. were partially relinquished:

(Name\ Di.trict

Effective date:

(Lease serial number\ -( (Number\ acres remain in lease)

Relinquished land-: (Leaal land descriotionl

(NameJ District

Effective date:

(Lease serial number\ - (Number\ acre. remain in lease)

Di.tribution:
KMS-DKD, K.S. 3110 (for lease in nonterminable statu.)
SKA (if other than BLK)

(HQII: If the SMA i. not a Department of the Interior agency, convert
thi. memorandum into a letter.)

OPTIONAL: Enclo.e copy of partial relinqui.hment instead of retyping legal

description.

ReI. 3-301

1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 7

(I. E)H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Letter Advising of Unacceptable Relinquishment

Failure of All Lessees to Sign Relinquishment

I:; Ht;l'l\ H",H Ti

United States Department of the Interior

BlRt:..\l clr L\'I) "..\',\C;t:"E'T

3108 (Office Code)
Serial No.

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

xYZ Corp.

P.O. Box 100

Anywh.r., MT 59001

Gentl-.n:

On (Datel-, entire relinqui.hment. affectinq oil and qa. leases (Serial
numbers\ were filed in thi. office under the provision. of 43 CFR 3108.1. The
cited requlation require. that a relinqui.hment of an oil and qa8 lease be
.iqned by all of the record title holder. of the lease.

The .ubject relinquishment. are unacceptable a8 filed because they have not
been executed by (Name\, co-18sse8. The relinquishment documents are
beinq forwarded to the co-lessee for its execution and return to this office.

Sincerely,

Authorized Officer

Di.tribution:
Co-le..ee (with relinquishment.)

ELM MANUAL

Supersedes Rei. 3-119

ReI. 3-301
1/27/95



:tration 8
(I.E)

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Letter Advising of Unacceptable Relinquishment -

Lease Previously Terminated

I." Kf:/,!" Kf:f,K "

United States Department of the Interior

BlRt~.\l I)f L\'I) ~.\',\C;t:\1t:'T

3108 (Office Code)
Serial No.

CERTIP'IED MAII.--RETURN RECEIPT REQUESTED

xYZ COrp.
P.O. Box 100

Anywhere, MT 59000

Gentlemen:

On December 29, 1994, an entire relinqui8hment of oil and gas lease ISerial
number) wa. filed in thi. office.

A review of the official file reveals that the lease terminated November 1,
1994, {or failure to pay the annual rental. The relinquishment is, therefore,
unacceptable and has no effect on the lease.

Sincerely,

Authorized Officer

Di.tribution:

Rel. 3-301
1/27/95

BL.\1 MANUAL

Supersedes Rei. 3-119



Illustration 9. Page 1

(I.E)
H-31O8-1 -RELINQUISHMENTS, TERMINATIONS. AND CANCELLATIONS

Format for Decisions Rejecting Unacceptable Relinquishment

J~"~:I'I.V"~r~"TI

United States Department of the Interior

BlR":..\l (if 1.\'1) ~ \'\(;":"":'1"

3108 (Office Code)
Serial No.

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

DECISION
Le /Addr..8

Oil and Gas

Oil and GaR Lease Partial Relinauishment Unaccet)table

On (Datel 1 a partial relinquishment of oil and gas lease (Serial number\ was
filed in this office. The request was to relinquish 20 acres in the NW~NW~ of
Section 4, T 34N., R. lSE.

A relinquishment for less than the smallest legal subdivision i. not allowed,
since the lease cover. the entire NW~/NW~ of Section 4. Accordingly, your
requeet for a partial relinquishment is unacceptable and is hereby denied.

This decision is final in the absence of an appeal.

Standard appeal paragraph (see Handbook 3100-1, Chapter 1).

Authorized Officer

Enclo.ure
Form 1842-1

Di.tribution:

Rel. 3-301
1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 9, Page 2

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Decisions Rejecting Unacceptable Relinquishmel

1,"H,:I'I.Y'.':rrHl."

United States Department of the Interior

BlR..:,\( I)r L\'() \1,\',\(~..:\1..:.'T

3108 lattice Code)
Serial No.

C CERTIFIED MAIL--RETURN RECEIPT REQUESTED

DECISION
Lessee/Address

oil and Gas

Oil and GaB LeaBe Partial RelincruiBhment Unacce"table

On IDate\ , a partial relinqui8hm8nt of oil and 9a. l8a.e (Serial number\
wa. tiled in thi. of rice. The request was to relinquish the Kinneloosa
Formation within the lease area.

A relinquishment for a separate zone, deposit or formation within an oil and
qa. 1 i. not allow.d. Accordinqly, your request for a partial
relinqui.hment i. un.cc.ptabl. and is hereby denied.

Thi. d.ci.ion i. final in th. ab.ence of an appeal.

standard appeal paragraph (.e. Handbook 3100-1, Chapter 1).

Authorized Officer

Enclo.ure
Form 1842-1

Di8tribution=

Rei. 3-301
1!27!95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 10, Page 1

(II.B.1)
8-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Example of Oil and Gas Deficiency Notice Issued by the MMS

Dear Payor:

This letter is to inform you that a nominally-deficient rent payment has been

identified by the Minerals Management Service. l~th~ bglance due is nQi

remitted b the invoice due date the lease will terminate ursuant to lease

~

This deficiency was identified by comparing the annual rental amount due to

the rental amount{s) paid for a lease year. A nominally-deficient balance is

determined pursuant to 43 CFR §§ 3108.2 {1993) for oil and gas leases and
3244.2 {1993) for geothermal leases.

To ensure proper credit, return the enclosed TBIL Remittance Copy with your

payment to the addres$ indicated on the enclosure. Please notate your payor
code {the 5-digit number to the left of the addressee name), invoice number,

and lease number on your check.

If you have any questions, please call the Payment Compliance Section at

{800)433-9801 or {303)231-3121.

Sincerely,

fu{!~

Dale C. Petersen
Chief, Payment Compliance Section

Enclosure
Notice of Deficiency

Rei. 3-301

1/27/95

BLM MANU AL

Supersedes Rei. 3-119



Illustration 10. Page 2

H-3108-1 -RELINQUISHMENTS, TEmIINATIONS, AND CANCELLATIONS

Example of Oil and Gas Deficiency Notice Issued by the MMS

ReI. 3-301
1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 11

(II.B.1)
H-3108-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

Format for Accounting Advice for Refund of Rental Payment

When Nominal Deficiency Not Paid to the MMS

UNITED STATES
DEPARTMENT OF Tllr: INTERIOR

BUREAU OF LAN[) MANA(;EMENT

RECEIPT AND ACCOUNTING ADVIcE

F?mI 1370-~1
'\larch 19~~1

No.142016704

REFUND -TERMINATED LEASE/NOMINAL DEFICIENCY UNPAID~"bJ.cc

Appl,cont

R.ml['.'

A..,~nor

LfASE ~IA~,\C;.:Mf~T OAIA D.-;E~" Ol"PUATE DP.\Y\tF:~T

LlRIGINAL ~ERIAL NO ASG TYPE l'TY RATE

GAGA 38009

A.,jOI.~T , A~V~ L EXf'. DATE

ASSIGNMENT SERIAL NO RATl

AMOI:NT ~I UISTRI';:T I NEXT BILL MISC DATA I u of MI ~CTt;AL UNITS

ACTIOII R.mork.

Lease terminated 9/1/1994.;1!.1N(; fEE

Refund payment submitted 8/9/94, payment

reference 8950.
Rt;NTAL

l:~t:AR~t:D

Rt:f!:~n

TOTAl.

H\ UATE 1/9/95

ONLY
FO

~1;~B..;R

LJ ~ ,n E",row'

O I\(;~'

O Autu f:,,'..I.,..'

:::1 Au"' R"n.."'

I)! Inl.r.'.,"

I'...r."n. R,.h,.'

1 ".'r"Lur

II..",! .'",",'

ReI. 3-301
1/27/q~

BLM MANUAL

Supersedes Rei.



Illustration 12

(11.8.2)
H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Notice of Rental Payment More

Than Nominally Deficient

"' H~l'1' H~~'H '"

United States Department of the Interior

BtR..;,\t tlf L\\I) \1 \\ \1;..;\1..:\T

3108 (Office Code)
Serial No.

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

NOTICE
Le /Addre88

oil and Gas

Rental Deficiency

Leaee Sub;ect to Automatic Termination

You hay. furniehed a deficient rental payment for the Federal oil and gae

1 id.ntified below:

Serial No. Anniversarv Date Rental Reauired Rental Received Balance Due

Title 43 CFR 3108.2-1 provide. that if a rental payment is received ~
~ it. a~niver8ary date but (1) the amount of the payment is deficient and
the deficiency i. nominal, or (2) the amount of payment wa. determined in
accordance with an erroneou. rental or acreage fiqure .tated in a bill or
deci8ion, th. lea.. 8hall not have automatically terminated unles8 the les.ee
fail8 to pay th. d.ficiency within 15 day. from receipt of a Deficiency Notice
or until the anniver.ary date, whichever i8 later, to .ubmit the full balance
due.

Your rental payment wa. more than nominally deficient but ha. been received
before the anniver.ary date. In addition, the lea.e record. .how that thi.
deficiency wa. not the re.ult of an erroneou.ly i..ued bill or deci.ion.
Accordinqly, if the balance due i. not received by the Mineral. Manaqement
Service on or before the anniver.ary date, IDate\ , the lea.e will
automatically terminate. To pay the balance due, make your check payable to
the Department of the Interior-KKS, indicate the lease serial number on the
check, and mail the check to the followinq addres.:

Mineral Management Service

Royalty Management Program
Box 5640
Denver, Colorado 80217

Authorized Officer

Di.tribution:
MMS-DMD, Kai1 Stop 3110

ReI.3-301
1/27/95

ELM MANUAL

Supersedes Rei. 3-119



Illustration 13, Page 1

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS (II.C)

Procedures, Sample Printout, and Explanation of Automated

Clearing House Process for Rental Payments to the ~IS

The use of the Automated clearing House (ACH) will not change existing
procedure. between the BLH and the MMS. The only change that will occur is
the documentation that will be available to the BLH to make appropriate
decisions regarding oil and gas lease reinstatementa.

If rental payment. are received timely, the BLK will not know the method of
payment. Only when a late payment or no payment was received will the BLK
State Office. receive anything different from the KMS if the ACH method was
used to make the payment. If no payment i. received and the lessee contest.
the termination of the lease, the BLK will receive the different documentation
from the leesee {.ample copy, page 5). If a payment was late, the KMS will
provide the ACH payment information.

Because electronic fund transfer. do not go through the u.s. Post Office and
do not coma directly to the KMS, other way. of determining "timely payment"
and "rea.onable diligence" in accordance with the leasing regulation. had to
be identified. Pag..2 and 5 are the mo.t reliable form. of information
avail&ble that provide the data needed by the BLK.

Thi. illu8tration include. a .ample copy of the report that the MMS receives
when it acce.se. Mellon's system to receive payment information. If a late
payment i. made by the ACH, instead of receivinq a copy of the check and the
oriqinal envelope, the BLM State Office will receive a copy of the printout
like the one attached on paqe 2.

Should concern. ari8e reqardinq thi. report, please contact the MMS General
Ledqer Section at (303) 231-3574.

The followinq providee a .hort description of each item contained in the

printout report:

1. The date the KMS accessed Mel1on Bank to obtain payment details.
2. The date the MMS account was last updated.
3. The time of day that the MMS accessed Mellon Bank.
4. The time of day the MMS account was last updated.
5. The MMS account number at Mellon Bank.
6. The sending company name.
7. The sending company identification number at the sending bank.
8. Optional field for u.e by sending company.
9. Optional field for u.e by .ending company.

10. The American Bankers Association number.
11. Optional field for u.e by sending company.
12. Identifie. the MMS as the receiver of the fund..
13. Addenda record filled out per the KMS instructions (see attached).
14. Specific amount paid for item in addenda record.

HQII: Paqe 2 of thi. illu.tration contain. further explanation reqardinq

item 13, above.

ReI. 3-301
1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 13. Page

H-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Procedures, Sample Printout, and Explanation of Automated

Clearing House Process for Rental Payments to the MMS

Rel. 3-301
1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 13. Pa~e 3

H-31O8-l -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Procedures, Sample Printout. and Explanation of Automated

Clearing House Process for Rental Payments to the ~1S

ADDENDA RECORD FORMAT CODING INSTRUCTIONS
FOR RENTAL PAYMENTS RELATED TO COURTESY NOTICE

The CCD + Addenda record must contain specific details to allow the automated processing by MMS
The format below shows the information you provide to your bank for the Addenda record:

NTE*PMT*IBI-I-I I-I I IRI I\

1 2 3 4. 4b 4c 5 6 7 B 9

Note: Slashes are necessary to separate the fields.

~

1

2

3

4a

4b

4c

5

6

Start Segment

Payment Type

Payor-Billie No.

LsePrefix

Lse No.

Lse Suffix

Due Date

Lse Amt Due

7
8

"NTE.PMT."
B = Courtesy notice

MMS assigned 5 alpha-numeric digit number
1 to 4 digit alpha-numeric characters
6 digit lease serial number
Up to 2 alpha-numeric characters
8 digit lease due date in ccyymmdd format
Up to 10 digit lease amount due (include cents but

exclude decimal point)
Rent payment indicator
Up to 10 digit uniQue payor assigned payment reference
number. (This is similar to a preprinted check number)

"\" (Backslash)

R

Pmt Ref. No.

9 End Segment

The following is a sample $40 rent payment for Courtesy Notice lease NM.1234 that is due from
Payor-8illee 55555 on June 1. 1993. The reminer assigned Payment Reference Number

8811223399 to the payment,

NTE*PMT*/B/55555/NM/1234//19930601/4000/R/BB11223399/\

ELM MANUAL

Supersedes Rei.

Rel. 3-301

1/27/953-119



Illustration 13, Page 4

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Procedures, Sample Printout, and Explanation of Automated

Clearing House Process for Rental Payments to the MMS

Page 5 i. a .ample copy of the confirmation report that i. generated by the
payor'. agent bank upon reque.t. The information in the report is based on
the data from the initial payment me..age. Payor. can obtain a copy of thi.
report trom their bank it they need to prove "rea.onable diligence" or prove
that payment wa. made.

Example. ot .ituation. that may require the lessee to obtain this report and
forward a copy ot the BLH are a. follows:

-Th. 1 r.ceiv.. a Notic. of L.a8. Termination, but the rental has been
paid. Any corr.8pondence that i8 8ent to the State Office must include a
copy of thi. report.

-It a payment ha. not been timely depo8ited to the KMS'. account and the
le.8e. provide. evidence to the contrary, the State Ottice shall provide a
copy of thi. evidence to the KMS with a requ.8t to trace the tran.action.

-If th. paym8nt appear. to have been received a. a late payment on the
report in paqe 2, but it appear. from the report (page 5) that it should
not have been a late payment, copie. of both report. are to be forwarded
to the MKS with a request to resolve the issue between the ACH and Mellon
Bank.

If a rental payment i. made by the ACH, the BLM lease reinstatsment
eliqibility decision. are to be made based on evidence provided in the
docum8ntation of paqe 2 and/or paqe 5; on the occasions where the MHS i.
reque.ted to re.olve a discrepancy, the information provided to the BLM by the
MHS or any trace information provided are to be tha datarminin,! f.~1:ry~

In d..cribinq th. information provided in the reports, paqe 5 of this
illu.tration i. one example of the trace messaqe available to the ACH user
from it. oriqinatinq bank. The trace format varie. widely from bank to bank,
but th. information needed to verify "timely payment" and "reasonable
diliqence" should always be contained in both the header and trailer (not
shown here) of the trace messaqe, that al.o may appear in the detail. of the
trace messaqe. The numbers below relate to this specific example trace

me..aqe.

*1. Name ot .endinq entity (person, company, etc.)
*2. Number a..iqned to entity by sendinq bank.
*3. Entity'. de.cription ot what payment i. tor.
*4. Data a..iqned by sendinq bank.
*5. Data a.siqned by sendinq .ntity.
*6. American Bankers Association number a..iqn.d to Kellon Bank.
*7. The KMS account number at Kellon Bank.
*8. Amount ot individual tran.ter.
*9. A..iqned by .ending bank.

*10. Number a..iqned by sending bank.
*11. Detail. ot payment message.

* Data the KMS receive. trom Kellon Bank in initial transmis.ion.

ReI. 3-301
1127195

BLM MANUAL

Supersedes Rei. 3-119



Illustration 13. Page 5

H- 3108-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

Procedures, Sample Printout, and Explanation of Automated

Clearing House Process for Rental Payments to the MMS

1) 2) J) 4) S)
CO-NAI!E PRODUCTIO11 COI1PAIIY CO-lD: 9900460S7S !!m.T-DESCI.: !.l-'SE RHTL !!m.Y-DAn OJ-2J-89 CO-DAn: 89032J

6) 7) 8) 9) 9) 10) 10)
re TRAHS/ABA OGT ACCOU!IT 1lUllBD. AHOU!IT CUST/!llPL ID CUST/EllPL NAI!E TRACE 1lUllBD. OIASE ID!llTIPICATION
22 04J0-0026 1 911-42S8 40.00 lS-OSO049408~-J6269SD:7 D2100002S-o94JO 009J-2-0000009-890322-92S

ll) 70SIITE-PIff-Al0860 06S-oS2474-O-OO0P90JDJDJ=040189
22 0430-0026 1 911-42.58 10.00 lS-OS0049466 J6269SD:9 D2100002S-o94JO 009J-2-0000009-890J22-92S
ll) 70SIITE-PIff-Al0860 1-2l661040189 2700R

22 0430-0026 1 9ll-42S8 40.00 16-429049408---J6269SD:7 D2l00002S-O94JS 009J-2-0000009-890J22-92S
ll) 70SIITE-PIff-Al0860 06S-oS2474-0-oo0P90JDJD3XXXXXO40189

22 04J0-0026 1 9ll-42S8 10.00 J2-J4J049408---J6269SD: 7 D2l00002S-o94JO 0093-2-0000009-890J22-92S
ll) 70SIITE-PIff-Al469J 1-2l661040178 28001

Rel. 3-301

1/27/95
BLM MANU AL

Supersedes Rei. 3-119



Illustration 14, Page 1

(II.D.4)
1Ir3108-1 -RELINQUISHMENTS. TERMINATIONS, AND CANCELLATIONS

Format for Decision of Notification of Default in Lease Terms for

Failure to Pay Annual Rental for a 1930 Act Right-of-Way Leas.

(~l!fPI\'l!fffI!T"

United States Department of the Interior

BlRt:Al I)f L\'I) ~,\, \1;t:~t:'T

3103/3109 (Office Code)
Saria1 No.

CERTI!'IED MAIL--RETURN RECEIPT REO~STED

DECISION
L /Addr..8

Oil and Gas

Notice of Default in Lease Terms
Annual Rental Pavment Reauired to Meet Lease Terms

Oil and Gas Termination Noti"e Va"ated

Oil and g.. lea.e ISerial number\ i. a right-of-way oil and gas lease issued
in accordance with the Act of May 21, 1930. Thi. type of lease requires
rental to be paid annually on the anniversary date of the lease, and if the
annual rental i. not timely paid it become. a debt owed to the United States
on the anniver.ary date. Thi. i. in contrast to oil and gas lease. i.sued
under the Mineral Lea.ing Act of 1920 that automatically terminate by
operation of the law for failure to pay the annual rental in accordance with
Public Law 83-555. Oil and ga. lea.. ISerial number\ i. not controlled by
Public Law 83-555. Accordingly, the IDate1 termination notice i. hereby
vacated.

Th. Min.ral. Kanaqem.nt S.rvic. ha. notifi.d th~. offic. that th. annual
r.ntal for l.a.. ISerial number} of $65.00, du. on or b.fore January 1, 1995,
wa. not paid.

It it wa. th. 1 '. intention to terminate th. lease by not paying the
annual rental, that ha. not occurred for thi. right-of-way lease. However,
the le...e may relinquish the leas. in its entirety, provided that a written
relinqui.hment of th. lease is filed in this office, as allowed by Section 11
of the l.ase term.. If the lessee does relinquish the lease, the $65.00 that
ha. alr.ady b.come a d.bt will still b. owed to the United States.

The failure to pay th. annual rental due on before January 1, 1992, is a
default in the performance of the lease terms, and this decision constitutes
notice of that default under Section 13 of the leas. terme.

ReI. 3-301

1/27/953-119



Illustration 14. Page 2

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Decision of Notification of Default in Lease Terms for

Failure to Pay Annual Rental for a 1930 Act Right-of-Way Lease

2

If the unpaid rental of $65.00 is not paid, action will be taken to cancel the
lease and to collect the amount owed to the United States. However, thi.
action will not be taken until the lessee has had an opportunity to .ubmit the
full amount of $65.00 for the rental due. The les.ee is allowed 30 day. from
the date of receipt of this decision in which to submit this payment. Make
the check payable to the Department of the Interior-KHS, indicate the lease
serial number on the check, and mail the check to the followinq address:

Mineral Management Service

Royalty Management Program
Box 5640
Denver, Colorado 80217

Thia ia an int.rlocutory deciaion from which no appeal may be taken. If the
leea.. doe. not comply with thi. decision within the tim. allowed, a final
deciaion will b. ie.u.d that may be appealed.

Authorized Officer

Di.tribution:

MMS-DKD, Hail Stop 3110

Rel.3-301
1127195

BLM MANUAL

Supersedes Rei. 3-119



Illustration 15. Page 1

(II.D.5)
~-31O8-1 -RELINQUISHMENTS, TERMINATIONS. AND CANCELLATIONS

Format for Decision of Notification of Default in Lease Terms for

~ailure to Pay Annual Rental for Pre-Public Law 83-555 Lease

IN I!'PCY 1!':"1! TI

United States Department of the Interior

RIR..:,\I I)... 1.,\'1) '1 "M;..:'1..:'T

3103/3108 (Office Code)
Serial No.

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

DECISION
La /Addre..

Oil and Gas

Notice of Default in Lease Te=s
Annual Rental P~vment Reauired to Meet Lease Te=g

Oil ~nd Gag Te=in~tion Notice Vacated

Oil and 9a. lea.. ISerial number\ wa. .egre9ated out of oil and gas lease
{Serial number\ that was issued effective June 1, 1951. Lease. issued at that
time required rental to be paid annually on the anniversary date of the lease.
However, when the annual rental is not paid for leases issued at that time,
the payment due become. a debt owed to the United States on the lease
anniversary date. This i. in contra.t to lease. issued after the promulgation
of the Act of July 29, 1954 (Public Law 83-555), that automatically terminate
by operation of the law for fallur. to pay the annual rental. Therefor.,
becau.e thi. lea.e i. not controlled by Public Law 83-555, the July 20, 1994,
termination notice i. hereby vacated.

The Mineral. Management Service ha. notified thi. office that the annual
rental for leaae !Serial number\ of $80.00, due on or before June 1, 1994, was
not paid.

If it wa. the leaaee'. intention to .urrender the lease by not paying the
rental, that has not occurred for thia lease. However, the lessee may
relinquiah the lease in its entirety, provided that a written relinquishment
of the leaae is filed in thia office, as allowed by the leasing regulations at
43 CPR 3108.1 (aee enclosed copy). The lsssee also may request proration of
the rental on a pro rata monthly basia for the portion of the lease year prior
to the filing of the aurrender, i..., up to the time the relinquishment is
filed in thia office (30 U.S.C. 188a; .ea enclo.ed copy). If thia request for
proration of the rental i. made, the lease. muat verify that the nonpayment of
the rental wa. intended for the purpose of surrendering the lease, or such
other reaaon that demonatratea that the failure to file the relinquiahment
timely wa. not due to a lack of reaeon&ble diligence on the part of the
leaaee.

The tailure to pay the rental due on before June 1, 1994, i. a default in the
pertormance ot the lease terms, and this decision constitute. notice of that
detault under Section 7 of the lea.. term. and the leasing regulation at
43 CFR 3108.3(a), copyenclosed.

Rel. 3-301

1/27/95
BLM MANUAL

Supersedes Rei. 3-119



Illustration 15, Page 2

iH-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Decision of Notification of Default in Lease Terms for

Failure to Pay Annual Rental for Pre-Public Law '83-555 Lease

2

If the rental of $80.00 or the lesser amount, if proration is applicable, is
not paid, action will be taken to cancel the leas. and to collect the amount
owed to the United States. However, this action will not be taken until the
lessee has had an opportunity to either submit the full payment of $80.00 for
the rental due or the prorated rental amount accompanied by. rslinquishment
of the leas. and a petition for proration of the rental. The leseee i8
allowed 30 days from the date of receipt of thi8 decieion in which to
accomplish either one of the8e alternative8. If the alternative i8 chosen to
relinquish the lease, the check for the prorated rental payment i8 to be made
payable to the Department of the Interior, BLK. However, if the alternative
is cho8en to make full payment of the $80.00, make the check payable to the
Department of the Interior-KKS, indicate the lease serial number on the check,
and mail the check to the followin9 addre88:

Mineral Management Service

Royalty Management Program
Box 5640
Denver, Colorado 80217

Thi. i. an interlocutory deci.ion from which no appeal may be taken. If the
le..e. doe. not comply with thi. deci.ion within the time allowed, a final
deci.ion will be l..ued that may be appealed.

Rei. 3-301

1/27/95
BLM MANUAL

Supersedes Rei. 3-119



Illustration 16
(II.D.5a)8-3108-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

Format for Optional Notice Placed in Case File for 1930 Right-Of-Way

Lease That is Not Subject to Automatic Termination

ReI. 3-301
1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 17

(II.D.5a)
H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, A}!D CANCELLATIOl~S

Format for Optional Notice Placed In Case File for Pre-Public Law

83-555 Lease That is Not Subject to Automatic Termination

~

Thi. l.a.. i. !2! 8ubject to the

automatic termination provi.ion of

Public Law 83-555 enacted

enacted

July 29, 1954

DEP THIS NOTICK ON TOP OP CASK PILR AT ~ TIMRS

ELM MANUAL

Supersedes Rei.

ReI.3-301
1/27/953-119



Illustration 13. Page 1

(II.D.IO)

H-3108-1 -RELINQUISHMENTS, TER}IINATIONS, AND CANCELLATIONS

Format for Decision of Notification of Default in Lease Terms

for Failure to Pay Annual Rental

1,"It~I'I,YI(~~~:HT'

United States Department of the Interior

BlRt:,\l c.f L\'I> 'I,\',\C;..:'lt:\T

3103/3108 (Office Code)
Serial No.

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

DECISION
L /Addr...

Oil and Gas

Notice of DefAult in Lease Terms
AnnuAl Rental Pavment Re=ired to Meet Lease Terms

Oil and GAS Termination Notice Vacated

The Minerals Management Service hA. notified this office that the rental for
oil and gas leas. ISerial number) of $120.00 due on or before IDate) was
not paid.

Public Law 93-555, effective July 29, 1954, required automatic termination of
a lease that did not have a well capable of production of oil or gas in paying
quantities if the annual rental was not timely paid. (The rental that was not
paid wa. due on a date other than the leas. anniver.ary date. QB Your lease
is committed to a unit agreement for which there is a unit well capable of
production, and the lease receives the benefit. of thi. unit well even though
the well is not on the leasehold.) Therefore, the leas. did not automaticAlly
terminate for failure to pay the rental, and the rental is a debt owed to the
United State.. Accordingly, the termination notice dated I Date\ is
hereby vacated.

If it wa. th. le '. int.ntion to t.rminat. the lease by not paying th.
rental, that ha. not occurred for this lease. However, the lessee may
relinqui.h the lease, provided that a written relinquishment i. filed in this
office, a. allowed by the lea.ing regulation. at 43 CFR 3108.1.

The failure to pay the rental due on before IDate\ i. a default in the
performance of the lease terms, and thi. decision constitute. notice of that
default under Section 13 (or other appropriate section in older lease forms)
of the lea.. term. and the leasinq requlations at 43 CFR 3108.3(a), copy
enclo.ed.

BLM MANUAL

Supersedes ReI.

~-~. ~ ~~~
1/27/95

3-119



Illustration 18. Page 2

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Decision of Notification of Default in Lease Terml

for Failure to Pay Annual Rental

ReI.3-301
1/27/95

ELM MANUAL

Supersedes ReI. 3-119



Illustration 19

(II.D.ll)
H-3108-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

Format for Decision Vacating Termination of a

Pre-Public Law 83-555 Oil and Gas Lease

1~..t:I.C\,""",,1

United States Department of the Interior

8("":.-\( t)r L\'() ",\, \(;":""::\T

3108 (Office Code>
Serial No.

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

DECISION
L88.../Addr88B

Oil and Ga.

Oil and Gas Termination Notice Vacated
AncillarY Information

On June 16, 1994, a termination notice w.. i..ued for oil and 9a. lease
(Serial number\ becau.e of failure to pay rental in a timely manner.

Public L&w 83-555, effective July 29, 1954, required automatic termination of
a lea.. if the annual rental w.. not paid on time. The June 16, 1994, notice
w.. i..ued under th. procedure. eatabliah.d to enforce thi. law. However, oil
and 9.. lea.. ISerial number\ wa. ia.ued April 1, 1942, and i. not controlled
by Public Law 83-555. Therefore, the Jun. 16, 1994, notice i. hereby vacated.

The 1 record. .how that the 1 never elected to .ubject the lea.. to
Public Law 83-555. Therefore, the 1 remain. .ubject to the mineral
lea.inq law in effect prior to July 29, 1954, under which the lessee's failure
to pay annual r.ntal on time .ubject. the lea.. to canc.llation only after the
lea... ha. b..n qiv.n notice that 30 day. ar. allowed in which to pay the past
du. r.ntal that w.. not timely paid.

In th. in.tant ca.., the rental wa. due April 1, 1994, but wa. not paid until
April 14, 1994. Althouqh the payment wa. late, it wa. made before this office
issued a notice to the less.e requirinq payment within 30 day.. Therefore,
the late payment eliminate. the nece..ity of .endinq .uch a notice, and lease
(Serial numberl i. in qood .tandinq with rental paid throuqh March 31, 1995.

Authorized Officer

Di.tribution:
MMS-DMD, Mail Stop 3110

ReI.3-301
1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 20

(II.D.ll)
H-3108-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

Format for Decision Vacating Termination of Lease

When Rental Was Not Paid

I~ K~;..I.\' K~;~~;KT'

United States Department of the Interior

BlR":..\1 C.f L\'I) \1,\',\C;":\1":'T

3l0e (Office Code)
S.rial No.

CERTIFIED KAIL--RETURN RECEIPT REQUESTED

Le /Addr... DECISION

Oil and Gas

Oil and GaB Termination Notice Vacated

Ancillarv Information

On IDate\ , a termination notice waa iaauad for oil and gaa leaae ISerial

number\ becauae ot tailure to pay rental in a timely manner.

Public Law 83-555, ettective July 29, 1954, requirea automatic termination of

a lea.e it the rental waa not timely paid. However, the rental owed waa due

on a date other than the anniversary date becauae the leaae waa extended due

to ita elimination trom the (Name\ unit agreement. Theretore, the

automatic termination proviaion ot Public Law 83-555 ia not applicable to the

tailure to pay thi. rental timely.

Th. r.ntal wa. du. on (Date) , but wa. not r.ceived until (Date1 .
Although th. payment wa. lat., it wa. r.c.iv.d b.for. thi. office i8.ued a
notic. to th. 1 r.quirin9 paym.nt within 30 day.. Th. lat. payment
.liminat.. th. n.c...ity of ..ndin9 .uch a notic., and 1.a8e (Serial number\
i. in good .tanding with rental paid through (Date\ .Therefore, the

(Date\ t.rmination notic. i. h.reby vacated.

Authorized Officer

Di.triDu1:ion:

MMS-DKD, Mail Stop 3110

ELM MANUAL

Supersedes Rei. 3-119

Rei. 3-301

1127195



111ustration 21, Page 1

(II.D.16)
H.-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Notice of Oil and Gas Lease Terminated Class I Reinstatement

Procedures (Form 3108-2b)

United States Department of the Interior

BUREAU OF LAND MANAGEMENT

CERTIFIED MAIL-RETURN RECEIPT REQUESTED

Serial Number

Anniversary Date

NOTICE

OIL AND GAS LEASE TERMINATED
CLASS I REINSTATEMENT PROCEDURES

This is to inform you that your Federal oil and gas lease. serial number identified above. automatically
terminated by law on the anniversary date shown above. The lease terminated because the rental payment was
not received by the Minerals Management Service ( M MS) on or before the anniversary date, or the first working
day thereafter if MMS was not open on the anniversary date (30 U.S.C. 188(b) and 43 CFR 3108.2-1( 1988»).

However. you qualify for reinstatement of your lease under Class 1 reinstatement provisions as outlined in 43
CFR 3108.2-2(a)( 1988). The regulation provides that a rental payment received by the M MS in an envelope
postmarked on or before the anniversary date constitutes reasonable diligence and. therefore, a lease is eligible
for reinstatement. Your rental payment was received in an envelope postmarked on or before the date the

payment was due at MMS.

Accordingly, pursuant to 43 CFR 3108.2-2(a)( 1988), the lease may be reinstated if you submit the following
within 60 days of the receipt of this Notice:

-A petition for reinstatement (form attached); and
-A 525 liiling fee (nonrefundable) made payable to DOI-BLM.

Mail the completed form and filing fee to the address on the letterhead of this notice. Failure to respond within
60 days will result in forfeiture of your rights to reinstatement of the lease.

Authorized Officer

I Attachment-Petition for Reinstatement ( I p.)

Form JI08-2b(February 1989)

TearTearr...

BL711 7I1ANUAL

Supersedes Rei. 3-119

ReI.3-301

1127195



Illustration 21, Page 2

H- 3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Notice of Oil and Gas Lease Terminated Class I Reinstatement

Procedures (Form JIO8-2b)

BLM MANUAL

Supersedes Rei.

Rel. 3-301
1/27/953-119



Illustration 22, Page 1

8-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS (II.D.17)

~otice of Oil and Gas Lease Terminated (Form 3108-2)

{~nited States Department of the Interior

BUREAU OF LAND MANAGEMENT

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

Serial :-lumber

Anniversary Date

NOTICE

OIL AND GAS LEASE TERMINATED

This is to infonIll you that your Federal oil and gas lease. serial numbc:r identified above. automatically
terminated by la\" because your rental payment was not received on or before the anniversary date. This
termination was effective on the anniversary date of the lease. You may quOllify for reinstaiement of the lease
under Class I and/ or Class (1 reinstatement provisions as described below :-;0 specific form is required 10
petition for reinstatement. A letter describing the reason that the rental pOlyment WOlS not recei,.ed by the
anniversary date is sufficient.

Class I Reinstaten~ent. A petition for reinstatement of the lease may be consid.:red pursuOlnt to Ih.: provisions of
30 U .S.C. 288(c) and 43 CFR 3108.2-2. The right of reinstatement is subject 10 ..II otth.: t0110\\ing conditions and
procedures provicled that:

I. A new oil and g~; lease has not been issued for any of Ihe lands affected h~ the t.:rminOlled leas.:: OInd

2. Rental due waJ; rl:ceived within 20 days or the anniversary date or the lea~~: OInd

3. A petition for reinstatement. including an explanation of the reason for t:lilure 10 limel~ pOl~ rental. is tiled
with this office within 60 days after receipt of this :-Iotice. along with a nonrelundilble tiling tee of 525: OInd

4. It is shown to the satisfaction of Ihe authorized officer that failure to pay rentOlI timely" :I, elth.:r ju~tifiOlble or
not due to lack of reasonable diligence.

If you do not meet all of the conditions listed above. you may be eligible for

Class II Reinstatement. A petition for reinstatement also may be considered pursuant to the provisions of 30
U.S.C. 188 (d) and (e) and 43 CFR 3 108.2-3. The right of reinstatement is subject to the follo..ing conditions and
procedures provided that:

I. A new oil and i~a!; lease has not been issued for any of the lands affected by the terminated lease; and

2. Within 60 days after receipt of this ~otice. a petition for reinstatement together with all back rental and; or
royalty at the incrcascd rates accruing from the date of termination of the lea~e at the rate identified below is filed
in this office; and

(Continued on re\lerse) Form 3108-2 (~o\l.mb.r 1990)

ELM MANUAL

Supersedes Rei. 3-119

ReI. 3-301
1/27/95



Illustration 22. Page 2

H- 3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Notice of Oil and Gas Lease Terminated (Form 3108-2)

3. It is shown to the satisfaction of the ~flthorized Officer that failure to pay rentallimely was justified or not due
to a lack of reasonable diligence or no matter when the rental was paid, such failure was inadvertent; and

4. The authorized officer determines that the requirements for tiling the petition of reinstatement have been

timely met, in which case, the lease may be reinstated if the lessee agrees to new lease terms increasing rental and
royalty rates as described below:

-For Non.:ompetitive Leases issued pursuant to Section 17(c) of the Mineral leasing Act of 1920. as
amended (30 U.S.C. 181, 226(c», rental at a rate ofSS per acre or portion thereof per year, and royalty at a
rate of not less that 16 213 percent; or

-For Competitive leases issued pursuant to Section 17(b)ofthe Mineral leasing Act of 1920. as amended
30 U.S.C. 181. 226(b», rental at a rate ofSIO per acre or portion ther~ofp~ry~ar, and royalty at a rate of
not less than 16 L 3 percent computed on a sliding scale and at a rate which shall not be less than 4

percentag': points greater than the competitive royalty schedule currently in effect; and

S. The lessee pays the Bureau of land Management for the cost of reinstating the lease consisting of:

-SI2S to ensure payment of the cost of publication in the Federal Re~ister; and

-A SSOO nonrefundable administrative fee.

Paymenls are 10 be made payable to Ihe "Departmenl of the Interior-BL\I."

Because of the strict time limits imposed by the laws specified above. you mOly desire to file your petilion under
both of the above provisions. Filing a petition for a Class I reinstatement does not stop Ihe running of 60 days

Irom receipt of this :-;otice to file a petition for a Class II reinstatemenl. If you file an acceptable petition under
both Classes. the petition will first be considered for a Class I. If it is determined that the Class ( petilion cannot
be granted under Ihe provisions of the applicable law and regulations, the Class II pelition will then be
considered.lfreilrlstatement under Class 1 is allowed, Ihe SSOO adminislralive fee. surplus renlal. and Ihe Federal
Re&ister deposit will be refunded.

Before filing a petition for reinstatement under either Class lor Class II !,rovi.inn., Ih~ i~f~rm,,~i.,!! pr.'vid~1 !!I
the Lease Termillationt Reinstalement Facts below should be considered.

Your Class I andt or Class 11 Petitions for reinstatement must be filed with Ihis Office at the address given on the
letterhead. Failure 10 respond within 60 days will resull in forfeiture of your rights to reinstatemenl of Ihe lease.

LEASE TERMINATION/REINSTATEMENT FACTS

Termination of your lease is automatic and statutorily imposed by Congress when the annual rental is not timely
received. The Bureau of Land Management has no discretion in the matter and merely notifies you of the
occurrence. Such termination is triggered solely by failure of a lessee to submit the rental timely.

The lessee has the responsibility to ensure that the rental payment is timely received. The lessee may choose any
appropriate delivery method. including U .S. Postal Service. but the Postal Service ( or other third party) becomes
the agent of the le!;see. Payments have to be sent sufficiently in advance of the lease anniversary date to allow for
normal delays by the Postal Service (or other third party) in the collection. transmittal. and delivery to the
designated Minerals Management Service Office. Mailing a payment after the anniversary date does not
constitute reasonable diligence unless extenuating circumstances are involved.

Each lesseel assilnee has the responsibility to be familiar with all of the lease terms and obligations. including the
lease anniversary date and the total. correct amount of the annual rental due. without benefit of a courtesy billing
notice. Reliance 011 receipt of a billing notice does not justify or excuse a failure to pay rental timely. as the notice
is sent to the lessee merely as a courtesy.

Reinstatement terms are set by Congress without discretion. not by the Bureau of Land Management. under the
provisions of the Mineral Leasing Act of 1920. as amended by the Federal Oil and Gas Royalty Management Act
of 1982.

Authorized Officer

Rel.3-301

1/27/95
BLM MANUAL

Supersedes Rei. 3-119



Illustration 23, Page 1

H-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS (II.D.18)

Notice of Oil and Gas J.ease Terminated Class II

Reinstatement Procedures (Form JIO8-2a)

United States Department of the Interior

BUREAU OF LAND MANAGEMENT

CERTIFIED MAIL-RETURN RECEIPT REQUESTED

SerIal Number

Anniversary Dale

NOTICE

OIL AND GAS LEASE TERMINATED
CLASS II REINSTATEMENT PROCEDURES

I. A new oil and gas lease has not been issued for any of the lands affected by Ihe terminated lease: and

2. Within 60 days after receipt of this ~otice. a petition for reinstatement logether with all back rental and or

royalty at the increased rates accruing from the date of termination of the lease at the rate identified below is filed

in this office; and

3. It is shown 10 the satisfaction of the authorized officer thaI failure to pay rental limely was justified or not due
to a lack of reasonable diligence or no maIler when the rental was paid. such failure ''as inadvenent: and

4. The authorized officer determines that the requirements for filing the petition of reinstatement have been

timely met. in which case. the lease may be reinstated if the lessee agrees to new lease terms increasing rental and
royalty rates as described below:

-For Noncompetitive Leases issued pursuant to Section 17(c) of the ~ineral Leasing Act of 1920. as

amended (30 U.S.C. 181, 226(c), rental at a rateofSS per acre or portion thereof per year. and royalty at a
rate of not less that 16213 percent; or

-For Competitive Leases issued pursuant to Section 17(b) of the Mineral Leasing Act of 1920. as amended
30 U.S.C. 181, 226(b», rental at a rate of SIO per acre or portion thereof per year, and royalty at a rate of
not less than 16 213 percent computed on a sliding scale and at a rate which shall not be less than 4

percentage points greater than the competi,ive royalty schedule currently in effect: and

(Contin"rd on rrvrrsrj
Form J IO8-2a (:-iovember 19901

ReI. 3-301
1/27/95

BLM MANUAL

Supersedes ReI. 3-119



Illustration 23, Page ":

H--3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Notice of Oil and Gas Lease Terminated Class II

Reinstatement Procedures (Form JIO8-2a)

s. The lessee pays the Bureau of Land Management for the cost of reinstating the lease consisting of

-$125 to ensure payment of the cost of publication in the Federal Register; and

-A $500 nonrefundable administrative fee.

Payments are to b,: madc payablc to thc ..Department of the Interior-BLM."

Before filing a petition for reinstatement under Class II provisions, the information provided in thc Lease

Termination/RI'in,5tatement Facts bclow should be considered.

Your Class II petition for rcinstatcment must be filed with this Office at the address given on the If you
do not file a petition within 60 days, you lose all rights to reinstate your lease.

LEASE TERMINA TION/REINSTA TEMENT FACTS

Termination of ~/OIJr lease is automatic and is statutorily imposed by Congress when the annual rental is not
timely received. Th,e Bureau of Land Management has no discretion in the matter and merely notifies you of this
occurrence. Such tc:rmination is triggered solely by failure of a lessee to suhmit the rental timely.

The lessee has the responsibility to ensure that the rental payment is timely r.:.:ejved. The lessee may choose any

appropriate delivery method, including U .S. Postal Service, but the Postal Service ( or other third party) becomes
the agent of the Ic:ssee. Payments have to be sent sufficiently in advance of tho: lease anniversary date to allow for
normal delays by the Postal Service (or other third party) in the collection. transmittal and delivery to the

designated Minerals Management Service Office.

Each lessee! assignee has the responsibility to be familiar with all of the lease terms and obligations. including the
lease anniversary date and the total, correct amount of the annual rental due. without benefit of a courtesy billing
notice. Reliance on receipt of a billing notice does not justify or excuse a failure to pay rental timely. as the notice
is sent to the lessee merely as a courtesy.

Reinstatement terms are set by Congress without discretion, not by the Bureau of Land \Ianagement. under the
provisions of the Mineral Leasing Act of 1920, as amended by the Federal Oil and Gas Royalt:- \lanago:mo:nt Act
of 1982.

Authorized Officer

ReI.3-301
1/27/95

BLM MANUAL

Supersedes ReI. 3-119



Illustration 24

(II.D.26)H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Memorandum to Field Office Operations

Reporting List of Terminated Leases

1="llt/'I.'llfttIlT

United States Department of the Interior

Bl R..:AI C.f L\'I) \t\',\C;..:~I..:'T

3108 (Office Codej

HemoranQ,.im

To: Fi.ld attic. Fluid Kin.ral Operations

Froml Stat. Dir.ctor CFluid Minerals Ad1udication Code\

Subj.ctl Oil and Ga. Lea.. T.rmination.

The follQWinq leaae. were terminated for nonpayment of rental:

H2I1: ~~~ial numberl wa. terminated and li.ted on the report of

--Jl)ate) ; ISerial number) wa. terminated and listed on the report of

--Jl)ate) ; and ISerial number) wa. terminated and listed on the report

01' -(Datel .Pleas. remove these from your li.t of termination. as

theoe lea... have been reinstated eff.ctive their termination dates.

Oi.trUIution:

BLM MANUAL

Supersedes Rei. 3-301

ReI. 3-301
1/27195



Illustration 25

(II.D.26)H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS .

Format for Letter to Surface Management Agency Reporting

List of Terminated Leases

1."I!~;PI.Yl!ff~I!TI

United States Department of the Interior

BlR..:,\l C)f L\'I) ~,\',\C;..:~..:'T

3108 (Office Code)

(Surtac. Hana9in9 Agency)
Addr...

Dear

The tollowinq lea.e. terminated for nonpayment of rental:

HQIl: Le... ISerial number\ w.. li.ted a. terminated (Date\ , in error.
Rent w.. p.id timely. Thi. 1 i. to be removed from our li.t of
termin.tion..

Sincerely,

Authorized Officer

Di.tribution:
Field attice Operation8

Rei. 3-301

1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 26

CIII.E.2)H-o 3108-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

Format for Decision Granting Class I Lease Reinstatement

I." "'1'1\: "fff" To

United States Department of the Interior

BtRI-:\t Clf L\'t) ~1 \',\(;I-:~II-:'T

3108 (Office Code)
Serial No.

CERTIP'IE~ MAIL--RETURN RECEIPT REQUESTED

DECISION
L /Adclr...

oil and Gas

Class I Reinstatement

Lease Reinstated

Oil and q.. lease ISerial number\ terminated (Date\ , becau.e the rental

waa not timely paid. On (Date) , the lessee petitioned for a Class I

reinatatement of the lease in accordance with the leasinq regulations at
43 CPR 3108.2-2 (30 O.S.C. 188(c».

Th. petition meet. th. conditions of the regulation. and law for reinstatement
of th. 1 Accordingly, l.a.e (Serial number\ is hereby reinetated
.ff.ctiv. (Date\ under it. existing term.. The lata rent.l payment of

mad. on (Date\ will b. applied to the leas. year beqinning$ --
(Datel-"

Authorized Officer

Di.tribu.~ion:

HQII: IIII the unu.ual .ituation where the Cla.. I reinstated lease also is
e:rt.nded, modify the deci.ion a. follow.:

1. Add & second subject line reading: Lease Extended
2. Change the second paragraph to read: The petition meet. the

conditions ot the regulation and law for reinstatement ot the
lea.e. Accordingly, oil and gas leas. ISerial number\ is hereby
reinstated etfective (Date\ under its exi.tinq terms. Under
the provisione of the law, the leas. also ie hereby extended
through (Date\ .The late rental payment of $ made
on IDate\ will be applied to the lease year beginning

(Date\ .

ELM MANUAL

Supersedes Rei. 3-119

ReI. 3-301
1!27!95



Illustration 27

(III.E.4)
H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Accounting Advice for Class Lease Reinstatement

UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

Fann 1370-41
(Marcil1984)

No.142011004

:;ub,..,c CLASS I REINSTATEMENT

Appllcanc R b t A Jo er .ames

12498 Thanksgiving Lane

Anywhere, CA 95122

R.mltt.r

~..,~nor

LEASE MANAt;EMENT DATA. E IJPA YMENT

ORIGINAL $ER1AL NO ST I CTY i rUNlJ SYMBOL ACR£SIUNITS RATE

5003ON 600.00 1.50GAGA 23925

AMOl'~T ~I DJSTRJCT

I E

ACTUAL t:NITS
900.00

7/1/89 6/30/99

ASSIUNMENT SERIAL NO. ASI;. ACRESiVNlr:; RATl

AMOl:N7 I ANVDATE r AcTi: Ai. UNI':'S

Romark.
1
I
IPetition for Class I Reinstatement grantedf1L1Nt; rEE

jApp1y late payment received 7/5/94.

Inayment reference 3609, to rental for

lease year beginning 7/1/94.

RENTAL

l:NI:...R~I:D

Rt:rt:NII

TCITAL

AMOUNT IJl'E ~.t ':..:!- I~ l>ATE 9/6/9411\'

LJ l.I ,n ~",ro..'

c I\,;~'

~J A..Lu I-:M""-L'.'.'
--Au"oKl'nf'"'

F'OR MMS USE ONLY.
d'LLt:t: i ff)REST KLf\jf;E

~L)III~;R
"f Inl"'...t'

, '1..ral'n" R.""l'

, ',..r"lol'

""n.. f,...1"

CIt'S ,;..:t'TIO~

Rel. 3-301
1/27/95

BL~ MANUAL

Supersedes Rei. 3-119



Illustration 28, Page 1

H-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCE'LLATIONS (III.E.IO)

Format for Decision Denying Class I Lease Reinstatement

IN "~:PI\."~~~:"1.1

United States Department of the Interior

BlRt;,\l tt.. L\'I) "\'\t;t:"t:'T

3108 (Office Code)
Serial No.

CERTIFIED..lIAIL--RETURN RECEIPT REQUESTED

L /Ad~,... DECISION

Oil and Ga.

Petition for Reinstatement
Under Publi~ Law 91-245 (Class II Denied

Und.r th. t.rm. ot th. l.a.., r.ntal payment tor the abov. ~aptioned oil and
ga. l.a.. for th. year commen~ing Octob.r 1, 1994, wa. required to hav. been
made b.for. 4:00 p.m. on O~tob.r 3, 1994 (th. fir.t working day after the
anniv.r.ary dat. of October 1, 1994).

A petition tor r.in.tatement und.r Public Law 91-245 wa. timely tiled on
Novemb.r 1, 1994. Remittanc. ot th. r.ntal wa. al.o receiv.d on the .ame
dat.. Thi. ottic. i. without authority to rein.tat. the le&e. under Public
Law 91-245 (Cla.. I) and th. l.a.ing regulation. at 43 CFR 3108.2-2(&) (1),
.inc. th. r.quir.d r.ntal wa. not receiv.d within the 20-d&y limit.
Theretor., th. petition tor rein.tatem.nt i. d.nied.

Thi. d.ci.ion i. final in th. ab..nc. of an appeal.

Standard ,appeal paraqraph (... Handbook 3100-1, Chapter 1) .

In additi,)n, if an appeal of thi. deci.ion i. con.idered, the followin9
informati,)n i. to be taken into account:

T.rmi]~ation of the lease wa. automatic and ie statutorily imposed by
conqr".. when the annual rental wae not timely received. The Bureau of
Land I~..naq-nt (BLM) hae no di.cretion and merely notifie. the lessee of
thi. occurrence. Such termination i. trigqersd .olely by failure of the
le..e" to .ubmit rental timely.

Th. It ha. th. re.pon.ibility to .n.ur. that the rental payment i.
tilD81~, r.ceived. The 1 may choo.. any appropriate delivery method,
includinq th. U.S. Po.tal Servic., but the Po.tal Service (or other third
party) i. th. aqent ot th. 1 and not that ot the Federal Government.
Pa~nt. hav. to b. ..nt .utticiently in advanc. ot the lea.. anniver.ary
dat. 1:0 allow tor normal d.lay. on th. part of the Po.tal Service in the
coll.c:ti.on, tran.mittal, and delivery to the de.iqnated Minerals
Manaqllment Servic. ottic..

ReI. 3-301

1/27/95

BLM MANUAL

Supersedes ReI. 3-119



Illustration 28, Page 2

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Decision Denying Class I Lease Reinstatement

2

Each l.,..ee/a..ign- ha. the respon.ibility to be familiar with all of the
l.a.e t.rm. and obligations, including the lease anniversary date, without
benetit of th. courte.y billing notice. Reliance on receipt of a billlng
notic. doe. not ju.tify or excu.. a failure to pay rental timely as the
notice i. 8ent to the lessee/assignee merely as a courtesy.

R.inetat8lD8nt tsrma are ..t by Congres. without discretion, not by the
BLH, ~nder th. provision. ot the Kinerals Leasing Act ot 1920, a. amendQd
by th,. Federal Oil and Ga. Royalty Kanagement Act of 1982.

Authorized Officer

Enc1o8ure
Form 11142-1

Di8tributJ.olil:

Rel. 3-301

1127195

BLM MANUAL

Supersedes Rei. 3-119



Illustration 29

(III.E.ll)
H-31O8-1 -RELINQUISHMENTS, TERMINATIONS. AND CANCELLATIONS

'ormat for Accounting Advice Authorizing a Refund by the MMS

UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF LANO MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

Form 1370-..1
(March 1984)

No.14 2 O 17 a 04

:;uIJ,.." REFUND

Appl,cant Blow Oil Co .

999 Smith SI:. .11207

Oil City. PJ, 19279

RemlLler

Assi~nor

LEASE ~A.'/At;E~ENT D~A ONEW --OPA YMr~T'

ORIGINAL !lERIAL NO. I AS(;
RATE

ORES 56432

AMO!:NT : ACTUALU~ITS

ASS(;NMENT SERIAL "0
RATl

AM()t:~T ! AN\' DA!r!: I EXP DA~iIlIL\.l'Yc.I )!{' I DISTRICT I~~BILL , M1SC DATA ! ACTl'AL U~/T!;

.
APPLY R~:MIrrANCE

ACTION Romarks

Lease terminated 9/1/1994.
FILIN/; rEE

Refund late payment received 9/611994,

payment reference 8564.
RENTAL

L"t;~:AR~~:D

Rf:FUNIl

TOTAL

R' ~ ~ UATE !!/21/94Vi FOR MM~ t'SE ~~y --, --, -~!

"aLL"" FOREST I<Ert;',t; ,
~l.MIlr:1<

Ilr (,,\rro""

f',.'ra',"" R",",."

11,",r.wr
11"",, ";",,"

~... In E,cro..

KI;~.'

C Aul" t;"...",l.,.
,~ . It "

-~u... ,.n.."

l'l"S ';10:('TION

I 'iI; '10,

Rei. 3-301
1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 30

(III.E.ll)H- :Jl 08-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

FOluat for Accounting Advice Authorizing a Refund by the BLM

UNITED STATES
DEPARTMENT OF THE INTERIOR

Bl;REAU OF LANO MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

Fonn 1370--11
(March 198-1)

No.142017204

:;UU,""C REFUND

AllIlI","nc John Smith

100 Main Ave. , 1/1208
Los Angeles, CA 94999

Remluer

A..,~nor

-
LEASE ~ANA(;E~EN7 DATA O:;EW

OI{i(;INAL ~r:RI...L ~/). I ASG i TYPE I ST
RATE

CACA 54301

AMO!:~T
I ACTt:AL L~ITS

l0/1/9q

ASSIl;NME.'l'!' SE:RIAL NO i AS(; TYPE J ST I rTY.
ACRESIU~IT~ RATI::

AMOl:NT I A:11\"DATE , EXP DATE 1!lILL l'Yc.I S.I' I DI~TRlrT i NEXT !lILL ! MISC. DATA I AC'Tl'AL l:NI'!'S

AI'PL\" RE~ITTANL~;
A(;TJO" Romar",

Rental paid to BLM on terminated lease.
F';L:NI;~.EE

Please refund.
RENTAL

t:N[AR~~:D

Rt:ft:N[)

TIITAL

J

/:) ~
~M'.l'.:T IJl'E

RY U~TE: 1/4/95

1- FOR MMS USE ONL y
I "ILLt.t. I FIIREST ItErl;I;E

, ."L"~l!f;R

11( In'",",,'

1'1.""'ln. R,Il""C

111,,""""

11..n,1 f,'",'

LJ ~-,n r:,"",""

c I;(;S"

"
,-..; Au(" r,".w.,"

:::! .~u",I\,.n..""
1)1'!; "1-:('TIO~

( " " , ~ ,

ReI. 3-301

1/27/95

BLM MANUAL

Supersedes Rei. 3-119



Illustration 31, Page 1

rIII.F.1O)
H--31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

I:;ormat for Decision Denying Class II Lease Reinstatement

United States Department of the Interior

RlRt:;\l Ilf 1.\'1) '1 \'\(;t:'1t:'T
3108 (Office Code}

Serial No.

CERTIFIE~MAIL--RETURN RECEIPT REQUESTED

DECISION

Le /Addre.. oil and Gas

Class II Petition for Reinstatement Denied

By a notic. of termination dated December 21, 1994, the lees.. wa. notified

that oil and gas lease ISerial number\, on which there are no wells capable of

production, automatically terminated by law becauee the rental payment was not
received on or before the anniversary date. The notice also specified that

the lessse had a right to petition for a Claes II reinstatement of the lease

under th,8 provisions of 30 U.S.C. 188(d) and (e), and 43 CFR 3108.2-3.

The less,ae responded to the notice of termination by petitioning for

reinatatament of the lease under the Class II reinstatement procedures.

The lea.,. records show that the les.ee received the termination notice on
January 6, 1995, and filed the petition for reinstatement, includ~ng the back
rental accruing from the termination date of the lease on March 23, 1995. The
time elapsing from the date the le.see received the termination notice and the
date the petition and back rental were received at thi. office wa. 77 days.

A mandat~ry requirement under 30 U.S.C. 188(d) is that no lease terminating
after Jarluary 12, 1983, .hall be rein.tated unless a petition for
reinstatament and the back rental accruing from the date of the termination of
the leas,e is f~led on or before the earlier of :

(i) Sixty daya after the le88ee received from the BLH authorized officer
a notice of termination, whether by return of the payment or by any
other form of actual notice; or

(ii) Fifteen monthe after termination of the lease.

The a.bov's cited 60-day time limit for filing a petition and the back rental is
also .pe=ified in the termination notice and the lea.ing regulation. at 43 CFR
3108.2-3.

Under t~. above cited mandatory requirement, the lessee had to have filed its
petition for reinstatement of lease iSerial number\ to be received in this
office within 60 days of the lessee's receipt of the termination notice dated
December 21, 1994, in order for this office to give consideration to the
petition. Accordingly, since the lessee took 77 days in which to do so, the
petition for reinstatement of lease ISerial number) is hereby denied.

Rei. 3-301

1/27/95
ELM MANUAL

Supersedes Rei. 3-119



Illustration 31. Page

H--3108-l -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Decision Denying Class 11 Lease Reinstatement

2

Thi. deci.ion i. final in the absence of an appeal.

Standard appeal paragraph (see Handbook 3100-1, Chapter 1).

In addition, it an appeal of this decision is considered, the followinq
information i. to be taken into account:

Terml.nation of the leaee was automatic and is statutorily imposed by
Cong:~e8S when the annual rental was not tl.mely received. The Bureau of
Land Management (BLK) has no discretl.on and merely notifies the lessee of
this occurrence. Such termination is triggered solely by failure of the
les8,le to submit rental timely.

The Le8See ha. the responsibility to ensure that the rental payment i.s
time:Ly received. The lessee may chooee any appropriate delivery method,
including the U.S. Po8tal Service, but the Postal Service (or other third
part:r) i. the agent of the lessee and not that of the Federal Government.
Paym..nt. have to be .ent .ufficiently in advance of the lease anniversary
date to allow for normal delay. on the part of the Postal Service in the
collllc.~ion, transmittal, and delivery to the designated Mineral.
Man&~I8Inent Service office.

Each lQssee/assignee has the responsibility to be familiar with all of the

lease terms and obligation., including th. lease anniver8ary date, without

bene1'i1; of the courtesy billing notice. Reliance on receipt of a billing

noti",- rl",A. ~~': j.C!~':!-~:: ~~ ~~~'.l~= ~ t~il::=; ':0:; ?Qy ;;...~.l ;;;J..jj.l:t ..i;ite

notic. is sent to th. lessee/assignee merely a. a court..y.

Reinetatement term8 are set by Congress without discretion, not by the

BLH, under th. provi8ions of the Minerals Leasing Act of 1920, as amended

by th,e Federal Oil and Gas Royalty Management Act of 1982.

If this dec:ision is not appealed, or appealed but not overruled, the back

rental mcnies paid with the petition will be authorized for a refund.

Authorized Officer

Enclosure
Form 1842-1

Distribution:

ReI. 3-301

1/27/95

BL~ ~IANU AL

Supersedes Rei. 3-119



Illustration 32

(III.F.ll)H-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Accounting Advice Refund Class II

Reinstatement Monies Paid to BLM

I,
F om: 1370-41
"'arco 1984)

No.142011404

812194
REFUND""b"",c

".olocanc James Doe

9809 First 5treet

Sacramento, CA 97299

Remllle.

A.si«nor

LEASE\IA-;Al;EME~T DATA Ot.f'[)AT~. .

(}RIGI~AL Sr:RIAL ~(c !!ATF:

CACA 23449

ANV OATF: I F:XP I AlTt:At.l"~ITS

n'PE {'TI rl"~f) ~I~B()LA;'" .~CRES,L.!/IT~. RATf

AM')!:~i :.;EXT RILL A,.71' AL t:"I1'S

AL"tI()"' rl:~D~YMHIll Lo\ R.mark.

Class II reinstatement petition denied.

Please refund all monies submitted with

petition.

rIL:~' ; r~:E

RE.'/TAL

t::.t;AR~t:D

Rt:t.t:~JJ

ifl1""l
/

,;~
7r.-~MI'I..T lil'C: UATE 8/17/94

-I, n r:"",,~

-"',,;"

= \.", r,".,.,,~
~"", I!,n,'.'

I, FOR MMS USE ONL y i
I "'I.LLI:" f"I!EST Kt.FLI;E

"l'MIII-: R
1IIn,,""'.t'

".,...uno K,"nl
""" ,0'
",0" , 0."

"'.~ "r:I.Tlfl~
t ",1.~

ReI. 3-301

1/27/95

ELM ~IANUAL

Supersed~s Rei. 3-119



;tration 33

(IIl.G.2a)
H- 3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Notice F.equirin~ Submission of Lease Amendment for

New Lease Terms for Class II Lease Reinstatement

l""C"l\ "C~C" I

United States Department of the Interior

HI RI-:\I Ilf L\'II \1 \, \1;1-:\11-:'T

3108 (Office Code)
Serial No.

CERTIFIJ~D MAIL--RETURN RECEIPT REQUESTED

NOTICE

Le88ee/Addre88

oil and Gas

Petition For Reinstatement
Additional Reauirement

Your oil and qaa laaae rSerial number) terminated rDate\ , for failure to

mak. tiJllely payment of rental due.

Your Cla.aa II petition for reinatatement and your payment of the rental at the

rate of 55 per acr. of fraction thereof (510 per acre or fraction thereof if a

competitive leaae), the 5500 reinstatement fee, and the Federal ReQister

publication coats were received in this office (Date) .

In order for the lease to be reinstated, you must execute and return all

copie. of the enclosed amendment of lease terms increasing the lease rental

and roy.lty rates.

If the above requirement i. not met within 30 days from receipt of this

notice, a decision denying the petition for reinstatement will be issued and

the leased lands will be subject to further leasing in accordance with the

competitive procedures under 43 CFR Part 3120 in the absence of an appeal of

the d8ci.ion.

Authorized Officer

Enclo8ure
Amendment of Oil and Gas Lease Terms (in duplicate)

Di.tribution:

Re]..3-301

1/27/95
3-119



Illustration 34

(III.G.2a)H-.31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Lease Amendment for Noncompetitive and Post-12/22/87

Competitive Oil and Gas Lease (Class II Reinstatement)

AHBNDHKlIT or LXASB TBRHS

(NOncompetitive L&aB& and PoBt-12/22/87 Competitiv& LeaB&B -
CLASS II REINSTATEMENT)

UNITED STATES

DEPARTMENT OF THE INTERIOR

BURE~U OF LAND MANAGEMENT

Serial Number

Effective Date of Lease

Amendment Issued EffectiveOIL MD GAS LEASE AMENDMENT

Pursuant to the provisions of Public Law 97-451 (96 Stat 2447), the lessee

agrees to new lease tsrms increasing rental and royalty rates as follows:

Rent,&l of per acre, or fraction of an acre, per year.

Roya.lty at a rate of 16~ percent.

* Enter :is for a noncompetitive lease, and S10 for a competitive lease issued

after ])acember 22, 1987.

Thi. amendment, to be attached to and made a part of the lease, is effective

a. of tho ,jate shown above.

The UNITED STATES OF AMERICA

L,iSSee Authorized Officer

Date Title

Date

ReI. 3-301

1/27/95

8L:l1 MANUAL

Supersedes Rei. 3-119



Illustration 35

(III.G.2aJH--31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Lease Amendment for Pre-12/22/87 Competitive

Oil and Gas Lease (Class II Reinstatement)

Rei. 3-3r)1

1/27/95

ELM MANU AL

Supersedes Rei. 3-119



Illustration 36

(III.G.2b)
H-3108-1 -RELINQUISillIENTS. TEru1I~IATIONS. ,\~!D C.\NCELLATIOr-JS

Format for Lease ,\mendment for Section 14 Renewal Lease

Class II r,einstatement

AMKHDHKliT or LKASB TERMS

(Section 14 Renewal Lease -CLASS II REINSTATEMENT)

UNITED STATES

DEPAJ~TMENT OF THE INTERIOR

BUREJ~U OF LAND MANAGEMENT

Serial Number

Effective Date of Lease

Amendment Issued EffectiveOIL JillD GAS LEASE AMENDMENT

PUr8uant to the provi8ion8 of Public Law 97-451 (76 Stat 2447) and Public Law

101-567, the lessee agrees to new lease terms increasing rental and royalty

rate. and changing the term of the lease as follows:

Rentill of S5.00 per acre, or fraction of an acre, per year

RoyaJ.ty at a rata of 16~ percent.

The t;erm of the lease is for a 20-year period ending IDate\ , and so

long thereafter ae oil or ga. ie produced in payinq quantities.

This ameridm8nt, to be attached to and made part of the lease, is effective a-s

of the d!,te shown above.

The UNITED STATES OF AMERICA

l.essee Authorized Officer

Cate Title

Date

ReI.3-301

1/27/95

ELM ~IANUAL

Supersedes Rei. 3-119



Illustration 37

(III.G.2d)H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

T;ormat for Notice of Additional Requirements and T,ease

Amendment for New Lease Terms for Class II Reinstatement

ReI. 3-301

1/27195

8L~ MANUAL

Supersedes Rei. 3-119



Illustration 38

(Ill .G. 3)

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Federal Register Notice of Proposed Class II

Oil and Gas Lease Reinstatement

(HQIl: Do ROT us. letterhead stationery)

Billinq Code: 4310-xx-M
DEPARTMENT OF THE INTERIOR

Bur.au of Land Kanag-nt

Stat. Oftic. Identifier (XX-xxx-xx); (Lease serial number\

(GeoaraDhic StateJ: Proposed Reinstatement of Terminated Oil and Gas Lease

Under the provi.ion. of Public Law 97-451. a petition for reinetatement of oil

and ga8 lea8. ISerial number) for land8 in ~ county, !State\, was tLmely

filed and wae accompanied by all required renta18 and royaltiee accruing from

(Datel--, the date of termination.

No valicl leaee has been issued affecting the lands. The lessee has agreed to

n.w leal,e term. for rental. and royalties at rate. of ($5 per acre QE. $10.00

per acr.,) or fraction th8reof and 16~ percent, respectively. The lessee ha.

paid th. r8quir.d $500 admini.trative fe. and has reimbursed the Bureau of

Land Management for the cost of this Federal Reaister notice.

The le..ee ha. met all the requirement. for rein.tatement of the lease as set

out in Section. 31(d) and (e) of the Mineral Leasing Act of 1920 (30 USC 188),

and th. Bureau of Land Management is proposing to reinstate the lsase

effective IDate of lease termination), 8ubject to the oriqinal terme and

condition. of the lQaee and the increaeQd rental and royalty ratee cited

Above.

For furt:~.r information contact: IName. Office, Telephone Number\ .

State Director/Authorized Officer

Date:
!!.Qll: 1" top marqin

lJ2" left marqin
1" riqht marqin

ReI. 3-301

1127195
9L\1 \lANUAL

Supersedes Rei. 3-119



Illustration 39

(III.G.6a)H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Letter of Notification of Proposed Class II

Lease Reinstatement to the Chairman of the Senate Committee on

Energy and Natural Resources

I' "'1'" ""," ,

United States Department of the Interior

8IH.:AI I)..' 1,\'1) \I \, \1;..:\1.:'1

3108 (Office Code)

Serial No.

Honorab:Le

ChAirman. C=ittee on Energy and

Natur.u Reeource.

United i;tatee Senat.

Wa8hin~:on. D.C. 20510

Dear Hr " /Madam Chairman :

In accol~dance with Title IV of the Federal Oil and Gas Royalty Management Act,

Public I.aw 97-451. enclo.ed i. a copy of the Federal Reaister notice for the

propo.ecl reinstatement of oil and ga. lea.e ISerial number\ .and other
pertinent information.

Back rental has been paid at the rate of ($5 per acre QB. $lO per acre) or

fraction thereof. Currently, there is no production on this lease.

{HQIl: Modify this sentence as appropriate.)

Sincerely,

State Director

Authorized Officer

(~: Select appropriate
signatory level for the
applicable State Office)

Enclosures

Distribution:

8L~1 ~IANUAL

Supersedes Rei.

ReI. 3-301

1/27/95
3-119



Illustr,'1tion 4()

( I I I. r; .6;, )

11,"3108-1 -RELINQUISillIE~!TS, TEPJIINATIO!~S, ,\ND C,~ICETJ~TIO!,S

Format for Letter of ~Iotification of Proposel1 Class II

Lease Reinstatement to the Chairman of the

House of Representatives Committee on Resources

United States Department of the Interior

III H":\I (1".1.\'1) \1 \'M;":\1..:'T

3108 (Office Code)

Serial No.

Honorable

Chairman, Committee on Resources

House of Representatives

Washinqt.on, D.C. 20515

Dear Mr ./!iadam Chairman :

In acCOX.djLnCe with Title IV of the Federal Oil and Gas Royalty Management Act ,

Public La" 97-451, enclosed is a copy of the Federal Reaigter notice for the

proposed J~einstatement of oil and gas lease ISerial number\ , and other

pertinent information.

Back rent~ll has been paid at the rate of (SS per acre QB SlO per acre)

fraction 1:hereof. Currently, there is no production on this lease.

(!iQll: Modify this sentence as appropriate.)

Sincerely,

State Director

Authorized Officer

(~: Select appropriate
signatory level for the
applicable State Office)

EncloBuJ:es

Distribution:

Rei. 3-301

1/27/95

BLM ,'.\ANUAL

Supersedes ReI. 3-119



Illustration 41
(III.G.8)

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Decision Granting Class II Lease Reinstatement

United States Department of the Interior

BIR..:,\I 11..' 1.,\'1) 'I \, \1;..:'1..:"1'

3108 (Office Code)
Serial No.

CERTI?I!:D MAIL--RETURN RECEIPT REQUESTED

DECISION

Le88ee!}.ddreS8

oil and Gas

Clas8 II Reinstatement

Class II Reinstatement Granted

Oil and 9a8 lea.. ISerialnumber\ terminated (Date\ , for failure to make

timely payment of rental due.

All conc:ition. and requirements for reinstatement of the lease under Title IV
of the P'ederal Oil and Gas Royalty Management Act, Public Law 97-451
(30 U.S.C. lee (d) and (e), have been met. Accordingly, the lease is hereby
reinstated under the amended lease terms required by that law.

The leslee'. copy of the Amendment containinq the amended lease term. is

enclo.ed. Please attach a copy of this decision and the amendment of lease

term. to your copy of the lea.. so that your lea.. records are complete.

Authorized Officer

Enclosure

Amendment of Lease Terms (signed by both the lessee

and the authorized officer)

Distribution:

~: If the Class II reinstated lease also is extended, modify the decision
aa follows:

1. Add a .econd subject line reading: Lease Extended
2. Add another sentence at the end of the second paragraph to read:

Under the provisions of the cited law, the lease also is hereby
extended through IDate\ .

Rel. 3-301

1/27/95

gL~1 ~IANUAL

Supersedes Rei. 3-119



Illustration 42

(III.G.1O)H-JlO8-l -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

Format for Accounting Advice Showing Earning of Rental

and rC!S-DMD Information for Class II Lease Reinstatement

UNITED STATES
DEPARTMENT OF THE INTERIOR

BLREAU OF LANO MANAl;EMENT

RECEIPT AND ACCOUNTING ADVICE

i Form lJ70-.ll
! t~.rch 198.1)

No.142Ul18 04

9/7/94

CLASS II REINsTATEMENT/REACTIVATIOKOU"J"""

.\""",,anc Harold E. Doe

12348 Maple Avenue

Boomtown. CA 94399

I ,~ "r M I .\l'TL""'t. t:~I':'!;l~~EI f::\P DAT~: IKILLI.\", I \lIS" DATA

I .'TY A.\If)L:~Tf.L:XD';Y~HOl.
R.mar..

Petition for Class II Reinstatement granted.
New rental rate is S5.00 per acre or fraction

thereof.

FIUNI; rf:f:

3200.00RENTAL

l~;~;;.R~~;D

Kt:f\ 'SII

TOTAl.

~MIII:\;T!.IE

= ~ 'n f;"..'.

'-- I(I;S"

= ",tu ",",.""

-,-",I1,'n,',"

..f Inll"t',l'

, r..un.. ;{.~hl

"I."';."

11",;. ~.."' ,

Rel. 3-301

1/27/95
9L~ MANUAL

Supersedes Rei. 3-119



Illustration 43

(III:G.J I)
H-3108-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

Fo'nnat for Accounting Advice Showing Earning of Administrative

I=ee and Publication Costs for Class II Lease Reinstatement

UNITED STATES
DEPARTMENT OF THE INTERIOR

BLREAU OF LANO MANA(;EMENT

RECEIPT AND ACCOUNTING ADVICE

Foml 1370--11
(~I.rch 198-1)

No.14 2 O 116 04

1111195
Sub,""l CLASS I I REINSTATEl'!El'!T

Appll""nc Victor H. James

711 Easy Street

Boomtown, CA 99999

Remltler

A5"~nOr

LEASE ~A.'lA(;E~f;ST DArA Ch.'PDATf: []}oA'.~fSTI

RATE

GAGA 56211

A~(Jt::-;T ANV DATF: I EXPDATE
I:"r~ I ACTt:ALt:);IT~

I
I

ASS:(;"~E~1' ~ERIAL ~I) ASl; TYPE !
RATt.

AMOl':;T I I\"' I DI!iTRI('T I SEXT BILL I MISC !JATA I I ,,(M A("Tl"AL t:!'11"51~~~rE i E:{P DATE illlLL ll'C

A(;TI()," R.marks

~pply administrative fee ($500) and payment
for Federal Register publication cost ($125)

fIUI.:(; r~:E

RENTAL

14XSO17/S700

l':;t:AR!0/f;O

RErt;NIJ

T(ITAl.

AMI)L' "T :Il

~//~L;-HY I!ATE 1/24/95

i FOR MMS USE ONLY -.~
! nILL"" f7IRlST KlfLI;f:

! S'~tll~;K

, ,r Inl...'l'

, ','.""l'n. I!..nc

.:,..,"""

I","." ".,:"

= I...,..", r:"r,,~"

-I;I;~"

= ~.,u ~.,c.,.",,'

-~u.., K"",,".
III" "1-:(.Tlfj~

I ,,11'
--:.--J

8LM \IANUAL

Supersedes Rei.
Rel. 3-301

1/27/953-119



I11ustr:ltion 44, Page 1

(III.J.lc)
8-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

~ormat for Accountin~ Advices Showin~ Class I and Class

Reinstatements with A T.ease Term Extension

UNITED STATES
DEPART~1ENT OF THE I!'iTERIOR

BLREAU OF LANO MANAGEMENT

RECEIPT A;-.jD ACCOUNTING ADVICE

Fo"" 1370-..1
, .\I.."h 1 Q3.. ,

No.14 2 O 175 04

:;UUj""C REACTIVATION/CLASS 1 REINSTATE~IENT/EXTENSION

ApIJiI,anc James Boswell

123 Any Street

Big Town. (:A 96821

R.mll'.r

\"",nor

~ -
LEASE '1..~A\;t:~E'T DA!A Os E"

URJt;INAL ~ER:AL ~O
RATE

H .50/

2.00
CACA 43298

1-;:;:;:;- !1 A T F: EXF- DATE MISt: DATA I 1;0( 0,{ I ACTL'AL t:NITS
I

A \lIJt:~T

~ 10/1!89

ASI; TYP E 1 ...
I f'L:.;D~YMBUL RATl

AMUL"NT , A:-1V DATE I ~x:fDATE IHILL l"'"(' ~ I. I IJI~I~I-,~EXT BILL I MISC DATA
~~(-~ , ACTt;AL UNITS

AI'f'L y REM :TT AN,E-
R.marks

F'IUNI;fEE

RENTAL

Class I reinstatement granted.

Lease granted 1-year extension through

9/30/1995.

Please apply 6th year rental of $320 paid to

[oftIS on 9/13/94.

t:~~;AR~~;D

Rt:rt':.;rl

TIITAI.

~M('L~T I)l.~
H' UATE 12/6/94~~

L-" ~- on ~:,(..o.

:::: I\I;S" ()rlnl".""l"
r":='
..l; A",o f;,""I.l..'" , )",'.."nIl i{,llht""
I' u "

Au"' n"n,," I".., 2!.'~.'.!:~C!2 - (lIS "..;I"Tlfl"

'! ')If.

ReI. 3-30[
[/27/95

8L~ ~ANUAL

Supersedes Rei. 3-119



Illustration 44, Page 2

H-.31O8-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

"or mat for Accounting Advices Showing Class I and Class II

Reinstatements with a Lease Term Extension

ELM MANUAL

Supersedes Rei. 3-119
ReI. 3-301

1127195



Illustration 45. Page 1

(III.P.6)
H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Notice for Additional Requirements for

Class III Oil and Gas Lease Reinstatement

l~k".I.k"'k,

United States Department of the Interior

RIHt:\1 t)1-' 1.\'1) '1,\' \t;t:'1t:'T

3108 (Office Code)

Serial No.

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

NOTICE
Lessee/~ddress

Oil and Gas

Class III Reinstatement Conversion

Additional Reauirements

Two unpatented oil placer mining claims were validly located prior to

February 24, 1920. However, they were deemed conclusively abandoned for
failurs to file instruments in a timely manner as required by Section 314 of

the Federal Land Policy and Management Act of 1976 (43 U.S.C. 1744), and they

are currently producing oil. The statutory date of abandonment was (Date\ .

Pursuant to Public Law 97-451, the Federal Oil and Gas Royalty Management Act,

(Attornev-in-fact\, on behalf of (Minina claim owner\, has petitioned for
conversion of the unpatented oil placer mining claims (Name\ to a

noncompetitive oil and gas lease.

A8 a condition to conversion to an oil and gas lease, you must agree in
writing to the lease terms that are attached to this notice. Once this has
been done, we are required to publish a notice of proposed conversion in the
Federal Reaister. You are allowed 30 days in which to sign and return the
enclosed Consent to Lease Terms.

Earlier, we requested production reports from you, and we received them from
October 1979 through May 1983. Those reports were submitted to the Minerals
Management Service (KHS), Royalty Management Program staff. The MMS had to
estimate the price of oil per barrel based on these production reports. The
MMS u.ed $32 per barrel from October 1979 through March 1981, and $27 per
barrel from April 1981 through May 1983. The approximate value of royalty due
at 12~ percent, based on the MMS calculations, total. $24,424.16. The MMS
indicated that this was only an approximation, since royalties are normally
calculated from sales volumes rather than production volumes, and the exact
price at which the oil was sold was not available to the MMS.

In addition, we have calculated the rental (303.56 acres x $5 per acre or
fraction thereof) at $1,520. Therefore, a total of $25,944.l6 of royalty and
rental monies are due the Federal Government through May 1983. If you have
differen~ information from actual sales volumes, this total may be less.
Further, additional information is required concerning production, sales, and
sale pri:es from May 1983 to the present. After we receive the necessary
information, the MMS will calculate the total monies due.

ReI. 3-301

1/27/95
8L~ MANUAL

Supersedes Rei. 3-119



'age 2llustration 45

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

'ormat for Notice ,r Additional Requirements for

Class III Oil and Gas Lease Reinstatement

2

To date, we have received $6,475 from you. This is sufficient to cover the
$500 adlllinistrative fee and the $125 cost of the Federal Reaister publication
required prior to conversion of the claim to a noncompetitive oil and gas
leas., Imd a portion of the back rental and royalty owed.

In ord.x. for th. 1 to b. is.ued. th. lease account mu.t be paid in full up

to th. clat. of 1 i..uance. Upon payment of all monies due. and 30 days

after p\Jlblic.tion of the Federal Reaister notice, we can issue the leaee. The

effectiv'e d.te of the lease i. anticipated to be October 1, 1989.

In your petition for conversion. it i. mentioned that the lands are within the
(Name\ Unit (a State Unit) containing 943.56 acre. that was established

November 6. 1982. Your reque.t that the lease be subject to the existing
(Name\ Unit Agreement will be approved upon lease issuance. It will be

subject to the stipulation. included with the Consent to Lease Terms.

Remittance of S and execution ot the enclosed Consent to Lease Terms
(includinq Stipulation) must be received in this office within 30 days trom
receipt of this notice. Failure to meet this compliance period will result in
a decision denyinq the petition for lease conversion, and the lands will be
subject to leasinq in accordance with the competitive lease procedures under
43 CFR Part 3120, in the absence of an appeal.

Authorized Officer

2 Enclo8ure.

1- Consent to Lease Terms

2 -SI:ipulations

Diatri))ution:

ReI. 3-301

1/27/95
BLM MANUAL

Supersedes Rei. 3-119



Illustration 46. Page 1

(III.P.7)
H--31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Federal Register Notice of Proposed Class III

Oil and Gas Lease Reinstatement

(HQIlI Do ROT u8e letterhead 8tationery)

Billinq Code: 4310-xx-M

DEPARTHEtfT OF THE INTERIOR

Bureau of Land Management

State Offic. Identifier (XX-xxx-xx); (Lease serial number\

(GeoaraDhic State\: Propoeed Conver8ion of Unpatented Oil Placer Mining Claim

(Name\ --to Noncompetitiv. Oil and Ga8 Laa8a

Pursuant to Sectiona 31 and 17(c) of the Mineral Leasing Act of 1920

(30 U.S.C. 188), a. amended by Title IV of the Federal oil and Ga. Royalty

Manaqemerlt Act of 1982 (P.L. 97-451). a petition for conversion of an

unpatent,ad oil placer mining claim has been timely filed. The proposed

noncompe~itive leaae ha. been asaigned serial nwnber (Numberl. The claim to

be convected is the (Harnel unpatented oil placer mining claim located in

(County\, ~). The description of the land is as follows:

(Leaal land descrintion\.

This noti.ce explains the reasons for the proposed conversion of the mininq

claim to a noncompetitive oil and gas lease. The unpatented oil placer mining

claim wail validly located prior to February 24, 1920, it i. currently

producinl; oil, and it was deemed conclusively abandoned for failure to timely

file in81:rument8 as required by Section 314 of the Federal Land policy and

Management Act of 1976 (43 U.S.C. 1744). The statutory date of abandonment

was Decelnber 30, 1987. (Lessee or attornev-in-fact's name\, on behalf of

itself and others, has petitioned for the conversion. When issued, the lease

will be Ln the name of (Co-leeeee namee1, et al.

Rel. 3-301

1127195
BLM MANUAL

Supersedes Rei. 3-119



Illustration 46, P~ge

8-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Federal Register Notice of Proposed Class

Oil and Gas Lease Reinstatement

ReI. 3-301

1/27/95

BL~ MANUAL

Supersedes Rei. 3-119



llustration 4

H.-31O8-1 -RELINQUISHMENTS. TERMINATIONS, AND CANCELLATIONS

Format for Decision Rescinding a Lease Cancellation Decision

~
'~'~..,~'~ !." ""

,~ .-"':~-c

United States Department of the Interior

HI R..:\I Ilf 1.\'11 \1 \, \1;..:\I..:'T~ , ~~

"'~
~..., !,,""

3108 (Office Code)
Serial No.

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

DECISION
LeB.../AddreBB

Oil and Gas

Lease Canc:ellation Dec:ision Rescinded

By a dec:i8ion dated (Date\ , you were advised that part of the lands in

your oil and ga8 lease {Serial number\ were within a known geological

struc:ture, that the rental was inc:reased, and a bond was required. The lease
was c:anc:elled by the above-dated dec:ision for failure to furnish the required

bond.

You protested and requested reconsideration of the cancellation. Our decision

dismi.si~q your protest and denyinq reconsideration was appealed to the
Interior Board of Land Appeals.

In it. d.ciaion, Estate of John P. Waaner and The Su1:1erior Oil Com1:1anv,

26 IBLA 119 (1976), the Board held that cancellation of oil and gas leases is

discreti~nary, not mandatory, and that it was improper to cancel a lease for

failure ~f the lessee to file a bond required by regulation where there are

extenuating circumstances and where there is no impairment of third party
right. arid no adverse impact on the interests of the United State..

In accor'jance with the Board's decision, our cancellation decision dated

(Datel-- is hereby rescinded. You are hereby allowed 30 days from receipt

of this ,jecision in which to submit the required bond. Upon submission of an

acceptable bond, the lease will be restored with its original terms and

conditiol:\8.

Authorized Officer

Distribu1:ion:
MMS-Dlro .Mail Stop 3110

BL.\I \IANUAL

Suoersedes R~l

Rel. 3-301

1/27/953-119



Illustration 48

( IV. E .1 )

H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, &~ CANCELLATIONS

Format for Decision Cancelling a Lease

I" IIC'.'\ IICCCIIT

United States Department of the Interior

Kt Rt:\t Clf 1.,\\1) \1 \, \C;t:\lt:,T

3108 (Office Code)
Serial No.

CERTIFIED MAIL--RETURN RE~IPT REQUESTED

DECISION
Lessee!Addrass

Oil and Gas

Lease Cancelled

Your oiJ, and qas lease offer was filed on (Date\ subject to the terms of

the MinEtral Leasinq Act of February 25, 1920 (30 U.S.C. lSl et seq.), and was

iseued Etffective (Date\ .The lease is hereby cancelled because the lands

are included in an oil and qas lease issued pursuant to a prior offer

identified as lSerial number\ .

The Sup~eme Court recoqnizes that under the Secretary of the Interior's

qeneral power of manaqement of public lands, the Secretary has the authority
to re.cind a lease that was erroneou.ly i.sued, Boesche v. Udall,

373 U.S. 472 (1963).

Thi. d.ci.ion i. final in the Ab8ence of an appeal.

Standard appeal para9raph (8e. Handbook 3100-1, Chapter 1).

In case of an appeal. the adverae party to be served with Notice of the

Appeal, Statement of Reasons, etc., is (Name and address of lessee of Drior

~.

Authorized Officer

Enc1oBure
Form 1842-1

Distribution:

MMS-D.!m, Mail Stop 3110

ReI. 3-301

1/27/95

8L~1 \IANUAL

Supersedes ReI. 3-119
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I
H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

'agl

Format for Decision Recognizing Bona Fide Purchaser and

Cancelling Overriding Royalty Interest

~
~ .' "

/.'; ./--- -

Jaj -c- .. United States Department of the Interior

HI R..:\I Ct... 1.\'11 \1 \, \C;..:\1..:'T
,~
~/

3108 (Office Code)

Serial No.

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

DECISION
xYZ Coxp.
P.O. Box 100
Anywhexe, MT 59000

oil and Gas
The oil and GaB Co.
P.O. Box 2000
BillingB. KT 59103

Bona Fide Pu""hase" Status Re"ocnized
Ove""idinc Royalty Inte"est Can"elled

xYZ Corp. was the priority applicant for Parcel (number) in the (Date\

simultaneou. oil and ga. drawing. On (Datel , oil and gas lease rSerial

numberl was issued to xYZ Corp. for this parcel, effective (Date\ .On

{Date)-, xYZ Corp. executed an assignment of 100 percent record title
interest in the lease to The Oil and Gas Co., with a 4 percent overriding

royalty interest retained by xYZ Corp.

We have determined that violations of the regulations have occurred, as

summarized below, establi.hing that the lease was obtained contrary to the

regulation.. A Report of Inve.tigation, dated (Datel , and retained under
serial reference number (Number), more fully documents the details of these

violatLon., and that report i. hereby incorporated into and mads a part of
thl.. deci.ion.

As disc~ssed in Sections III and IV of the report, xYZ Corp. and other groups

filed or\ the same parcels. We have determined that this constitutes a

multipl,. filing, in violation of regulations at 43 CFR 3ll2.2-1(f) (1982).

A8 di.clol.sed in Section8 V and VI of the report, the address used by the xYZ

Corp. gt"oup is effectively a mail drop for the ABC Corp. As such, its use

con8tit,oltes a violation of the regulations at 43 CFR 3l12.2-l(d) (1982), that

prohibi.~ an applicant from u.ing the address of a filing service.

A8 di.cus8ed in Section. VII and VIII of the report, ABC Corp. failed to
respond to a request for information from this office, in violation of
requlati.ons at 43 CFR 3102.5 (1982).

Rei. 3-301

1/27/95
ELM MANUAL

Supersedes Rei. 3-119
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H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Decision Recognizing Bona Fide Purchaser and

Cancelling Overriding P,oyalty Interest

ReI.3-301
!/27/95

BLM MANUAL

Supersedes Rei. 3-119



lustration SO ':lge

H-31O8-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

Format for Decision Denying Record Title Assignment with

Bona ide Purchaser Status Not Reco~nized

& " -

~:1';/~-Q( .- United States Department of the Interior

II( R(o:,\( Clf L\'I) '1 \, \C;(0:'1 (O:'T
~

3108 (Office Code)
Serial No.

CERTIP'II~D MAIL--RETURN RECEIPT REQUESTED

DECISION
xYZ COr]?

P.O. So:( 100

Anywharlt, KT 59000

Oil and Gas
The Oil and Ga8 Co.

P.O. BoJ( 2000

Billinqll, KT 59103

Record Title Aeeionment Denied

Bona Fide Purchaser Statue Not Recoonized

xYZ Corp. wa. the priority applicant for parcel rNumberl in the March 1983

siJnultaneou. oil and ga. filing. On May 7, 1984, oil and gas lease ISerial
number) wa. is.ued to xYZ Corp. for this parcel, effective June 1, 1984.

On March 20, 1985, xYZ carp. executed an assignment of loo percent record
title interest in the lease to The Oil and Gaa Co. The assignment was filed
in thi. office on June 10, 1985.

Oil and gas lease ISerial number\ has been cancelled in its entirety based on

subpoenaled documents and an investigation conducted by the Bureau of Land

Managem,lnt. Sufficient evidence wa. provided to establish that the lease was

obtained in violation of the regulation.. A copy of the lease cancellation

deciaiorl is enclosed .

The reqtllation8 at 43 CP'R 3112.6-3 that were in effect at the time of the

March lSI83 filing stated, "... action will be taken to cancel the interest or

leas. unless the riqhts of a bona fide purchaser, as provided for in J1O8.3(c)

of this title, intervene. The qov.rnment may take action to cancel reqardless

of whether information showinq the application or offer was rejectable, is

obtainecl, or was available before or after the leaee was issued."

The Oil and Gas Co. is not recognized as a bona fide purchaser because on
Novembe%' 16, 1984, th. lease file was noted with a Notice to Prospective
Assign..,s regarding the investigation. The date the file was noted is
conside%ed the date constructive notice was given that the leae.s acquired by
or thro\Jgh the services of ABC Corp. were subject to cancellation. This date
was eeta~lished as the determining factor, based on the decision of the
Interio% Board of Land Appeals. Richard w. Eckels. 65 IBLA 76 (1982).

BL.\I ~ANUAL

Supersedes Rei.

ReI. 3-301

1/27/953-119
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H-3108-1 -RELINQUIS~NTS, TERMINATIONS, AND CANCELLATIONS

Format for Decision ~enying Record Title ,\ssi~nment \iith

Bona Fide Purchaser Status Not Recognized

Rel. 3-301

1!27!95
BLM MANUAL

Supersedes Rei. 3-119



Illustration 51

(VI. B. 1 )
H-JIO8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Decision Denying Waiver of Lease Rights

ReI.3-301
!/27/95

BL:.1 :.IANU AL

Supersedes Rei. 3-119



Illustration 52

(VI. B .3)
8--3108-1- RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Format for Accounting Advice for Suspension of Lease

Due to Waiver of Lease Rights

UNITED STATES
DEPARTMENT OF THI-: I TERIOR

BL REAU OF LAND MA:.;A(;EME:.;T

RECEIPT ANO ACCOUNTING ADVICE

I F"",, lJ70-.j1, ,'t.,ch IO3.j)

No.14 2 O 18 3 04

"ulJJ""" SUSPEI;SION OF LEASE TER!-! AND REI;TAL/\.jAIVER OF LEASE RIGHTS

~ppllc.nc
Robert Symonds

3091 James Blvd.

Anywhere, AZ 91008

R.m"t.r

8L~1 MANUAL

Supersedes Rei.

ReI. 3-301

11271953-119



o\ppendix 1

(I.C.2c11-3108-1- RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

Montana State Office Decision Addressing Oil and Gas Lease

Termination, Class I and Class II Reinstatement Provisions,

and Rental and Royalty Reduction Requests

~

United States Department of the Interior

81 R.:,\I 4).. L\'I) '1,\',\4;.:\1.:'T

310S (KT 922)
SeriAl No. SDK 43977

CERTIFI1~D MAIL--RETURN RECEIPT REQUESTED

April 8, 1988

DECISION
J.R. Gall, Inc.

North Highway 85

Belle P'ourche, South Dakota 57717

Oil and Gas

Steven Jtuffatto, E8q.
Crowley, Haughey, Han8On,

Tool.. , Dietrich
500 Trarl8we.tern Plaza II
490 North 31st Street
P.O. Bo~ 2529
Billingl" Montana 59103-2529

Oil and Gas Lease Terminated
Petition for Class I Reinstatement Denied

I Reinstatement
S O e uc a enta Denied

Oil and Ga. Lea.. SDM 43977 wa. i..ued effective September 1, 1979, and
contained 2240.00 acre.. Beginning with lea.. year September 1, 1984, rental
wa. increa.ed to $2 per acre becau.e part of the land. were included in a
known geologic .tructure. On September 3, 1987, a partial rental payment in
the amount of $2800 wa. received at Minerala Management Service (MKS)
accompanied by a letter dated Auquat 30, 1987, .tating that the leaeeholder
wi.hed to drop all but 1400.00 acres of the lease. The MKS accepted the
partial rental payment, classified it a. timely, and forwarded the
letter/partial relinquishment to the Bureau of Land Management (BLM). The
partial relinquishment was received in BLM'. Montana State Office on September
14, 1987.

The BLK i..ued a D-ci.ion on September 23, 1987, that the lease terminated
September 1, 1987, for failure to pay the full amount of rental due on or
b-for. tt1. anniversary dat.. The Decision also stated that the partial
relinqui.hm-nt could not be considered as an acceptable document because it
wa. not ~eceived in th. proper office until September 14, 1987, 13 days after
the 1.as,1 terminated. On October 27, 1987, this Decision was appealed. The
ca.. wa. then tran.mitted to the Interior Board of Land Appeale (IBLA). After
th. ca.. wa. tran.mitt.d, in an affidavit received at BLK on November 24,
1987, th,1 appellant indicated that the partial rental and partial
r.linqui,lhment wer. both filed at MMS based on information provided by a BLK
employee.

(~: (:ited regulation 43 CFR 3103.3-1(a) (ii) was renumbered 43 CFR
3103.3-1\a) (2) .)

3LM ~IANUAL

Supersedes Rei.

ReI .0 3-301

)-119 1/27/95
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H.-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

2

On NoveaU)er 24, 1987, appellant. filed a petition for a Class I reinstatement
or, alteJ:natively, a petition for a Class II reingtatement of the oil and gas
lease wit:h a requegt tor reduction of royalty and rental. The petition was
accompanied by the 525 filing fee for a Class I reinstatement, the 5500
adminigtJ:ative fee for a Clasg II reingtatement, the $130 publication charge,
and addit:ional rental in the amount of $12,800. This office could not act on
th. petit;ion. for r.instatement while the case wag under jurisdiction of IBLA.
Th.r.forll, the case was remanded to this office for readjudication of the
issu. of leas. termination and to issue a decision on the pending petitionB
for r.inlltatement. This Decision will address the four issues captioned
above.

1. ~ Termination and Partial Relinauighment

A p~:ial rental payment was received at MMS on September 3, 1987,
accoml~anied by the lessee's letter dated August 30, 1987, indicating they
wi8hed to relinqui8h all but 1400.00 acre8 of oil and ga8 lea8e SDK 43977.
Th. tul1 amount ot rental du. on th. lease was $4480 (2240.00 acrss at $2
per ac:r.). Th. amount ot rental paid was $2800. KKS accepted the partial
payment, classified it a8 timely, and forwarded the partial relinquishment
to thJ.8 ottice. The partial relinquishment was received in this office on
Sept8D~er 14, 1987.

As sti'ted in 43 CFR 3108.2-1: Except as provided in paragraph (b) of this
sectiCIn, any lease on which there is no well capable of producing oil or
oa. t", n.v;n... ,"",An+-i+-4.- -"." ...+-~-.+-,~.".. +--~.-~.- ~.. ~,-- -~--.~ , ~, wz ~ ~.. u..
law (30 tJ.S.C. 188) if the lessee fail. to pay the rental at th. proper
BLM office or the designated Service office, AS appropriate, on or before
th. anniv.rsary date of th. lease.

Paragraph (b) of 43 CFR 3108.2-1 states that an oil and gas lease will not
automatically terminate when an annual rental payment is deficient if the
deficiency i. nominal. A deficiency is nominal if it is not more than
$100 or S percent of the total payment due, whichever is les.. Since the
rental payment wa. deficient by more than the nominal amount, the lease
automatically terminated by operation of law on September 1, 1987, for
failure to pay th. full amount of rental due on or before the anniversary
dat..

On th. back ot the lease form, item (4) (e) payments, it is stated: Unless
oth.rwis. directed by the Secretary ot th. Interior, to make rental,
royalty, or other payments to the lessor, to th. order ot th. Bureau of
Land Management at the places mentioned in 43 CFR 3102.2. It there is no
w.ll on the leased lands capable ot producing oil or ga. in paying
quantiti.., th. tailur. to pay rental on or betor. the anniversary date
.hall automatically terminate the lea.e by ooeration of law.

ReI. 3-301

1127195

ELM MANUAL

Supersedes Rei. 3-119
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H-31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

J

Titl. 43 CFR 3108.1 .tat.. that a lea.. or any legal subdivi.ion thereof
may be .urrendered by the record title holder by filing a written
relinqui.hment in the proper BLK office. It al.o .tates a relinquishment
JhAll take effect on the date it is filed. Since the relinqui.hment wa.
not r.ceived in the proper BLK office until september 14, 1987, it cannot
be con.idered effective until September 14, 1987.

Th. IBLA ruled in ita D.ciaion B.J. Bradshaw, 79 IBLA as (1979), that an

oil ~nd ga. lea.. on which ther. i. no well capab18 of producing oil or
ga. Ln paying quantitie. will automatically terminate on the anniversary

dat. ,~t th. 18a8. upon tailure of le88ee to pay the minimum annual rental,

de8pi"ce a partial payment .ubmitted on the ba8i8 of a partial

relin,~iehment which W&8 ineffectiv..

Baaed on the regulation. and th. IBLA Decision cited herein, we muat hold

that oil and qa. lea.e SDM 43977 terminated a. of September 1, 1987, for

the rBason that the full amount of the rental was not received on or

b.forq th. anniver.ary dAte. Th. partial re1inqui.hment had no effect

.ince it wa. not filed in accordance with the regulation..

2. ~.on for Class I Reinstatement

On November 24, 1987, thia office received a petition for a Claaa I

Reinat;atement along with the required $25 filing fee for oil and gas lease

SDM 4"1977. Full rental waa received in this office November 24, 1987.

In 43 CFR 3108.2-2 it i. stated: The authorized officer may rein.tats a
lease which has terminated for failure to pay on or before the anniversary
date the full amount of rental due, provided that; 1) such rental was paid
or ter1dered within 20 davs after the due date.

The IBLA ruled in its Decision Jerald A. Waters, 97 IBLA 150 (1980). that
the Department of Interior has no authority to make a Class I
Reinstatement ot a terminated lease where rental payment is not paid or
tendered within 20 days after the due date.

It i. indicated in the petition that partial rental and a partial

relinquiahment were filed together at MMS aa instructed by a 8LK employee,

and that "the que.tion i. whether petitioner. were justified in relying

upon this information and whethsr it can be said that they exercised

rea.onaDle diligence in aacertaining the proper procedure." In ita

Decision Monica v. Rowland, 90 I8LA 349 (1986), the IBLA ruled that even

aa.uming that appellant could show that the failure to pay was justifiable

or not due to a lack of reasonable diligence, Clasa I Reinstatement i.

unavail&bl. to appellant becauae of her failure to pay the rental within

20 day:. after the anniversary date.

ELM MANUAL

Supersedes Rei. 3-119

ReI. 3-301

1/27/95



A-ppendix Page 4

H--31O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

4

The IBLA .tated in it. Deci.ion, Dominic D. Demicco, 92 IBLA (1986), ...
the .tatutory provi.ion. for automatic termination of 1ea.e. and the
condition. required for their reinstatement have been clearly .et forth by
Conqres., 30 U.S.C. 188 (1982). They have been further defined by the
Department'. requlatione. It i. well established that all per.ons dealinq
with the Government are presumed to have knowledqe of relevant statutes
and duly promulqated requlatione. Title 44 U.S.C. 1507, (1982); ...At

best, appellant'. failure to inform himself about thi. matter can be
~cterized as inadvertence. It does not constitute justification for
makinq late payment within the meaninq of 30 U.S.C. 188(c) (1982).

Three IBLA Decision. in which reinstatement. were allowed were cited in
the petition: (I) Joseuh E. Steaer, 20 IBLA 206 (1975), where an

illeqible court..y notice was r.ceiv.d from the BLK; (2) Richard
~~, 45 IBLA 146 (1980), where the lease transmitted a check for
rental to the wronq BLK office, which received the payment 14 days prior
to the anniversary date, but took no action to .ither forward the check to
the proper office or return it to the lessee until the anniversary date of
the laase; and (3) in Nola Grace Ptasvnski, 82 IBLA 48 (1984), the issue
invollred land. in a terminated lease which were offered under the
simultaneous program, Ptasynski was the successful applicant in the
drawi::1q, and after the drawing, a decision was made to reinstate the
termi,:1ated lease. The terminated lease was reinstated and Ptasynski was
protelltinq the reinstatement. We ars of the opinion that the three cases
ar. i;t'relevant to th. situation in SDM 43977.

The o1:her three cases mentioned in the petition are relevant to this
Decislon, and in fact may support our Decision in the case at hand: ~
~~ation Co., 90 IBLA 63 (1985) headnote 2 states; Under 30 U.S.C.
188(c~ (1982), the Department of the Interior has not authority to make a
Clas8 I reinstatement of a terminated oil and gas lease where the rental
paymel1t is not tendered at the proper office within 20 days after the due
date.

In ~"es and Lillian Chudnow, 86 IBLA 315 (1985), it was ruled: An oil
and g;1. lea.e may be relinquished by filing a written relinquishment in
the pJ~oper BLK office. A relinquishment is effective on the date of its
filin~l with BLK. However, a partial relinquishment filed after the lease
ha. automatically terminated by operation of law is ineffective. Where
renta:L payment for an oil and gas lease with a June 1 anniversary date i.
postm.Lrked May 31 and received in the proper office on June 5, under 43
CFR 3:L08.2-1(a) such action may constitute reasonable diligence for
purpolles of Cla.. I reinstatement; however, where the payment i. la.. than
the f\lll amount and the lessee fail. to pay the full amount within 20 days
after the anniversary date, Class I Reinstatement is precluded.

Rel. 3-301

1/27/95
BLM MANUAL

Supersedes Rei. 3-119
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~ Cranston. In~., 86 IBLA 322 (1985), also supports our De~ision in

the case at hand. One of the headnoti~es states that where the

anniversary date of an oil and gas lease fail. on a day when the proper
office for payment is not open, & partial rental payment together with a

partial relinquishment personally delivered to the DroDer state offi~e on
the next official working day serves to extend that part of the lease

covered by the rental payment.

The petition for Cla.. I Rein.tatament of oil and gas lease SDH 43977 is
heraby denied. The $25 filing fee wa. earned upon receipt and cannot be
refunded.

3. ~ion for Class II Reinstatement

On No"ember 24, 1987, this office received a petition for a Class II

Rein.~atement for oil and gas lease SDH 43977 which automatically

termitlated on September 1, 1987, for failure to pay the full amount of

rental due. A partial rental payment was received at HHS on September 3,

1987, accompanied by the lessee'a letter indicating he wished to
relin,~ish all but 1400 acres of the lease. HHS accepted the partial

paymeJtlt and forwarded the partial relinquishment to this office. The

parti.al relinquiahment waa received in this office on September 14, 1987.
The ~.tition indicatee that partial rental and the partial relinquishment

were Eiled together at HHS aa inatructed by a BLM employee, and requests

that 1:he lea.e be reinatated only as to the unrelinquished acreage. Full

renta:L due wae received in thia office on November 24, 1987.

Title 43 CFR 3108.1 .tate. that a leas. or any legal subdivision thereof

may bIt .urrendered by the record title holder by filing a written

relincruishment in the tJrotJer BLM office. It alao states a relinquishment
~ take effect on the date it is filed.

In ita Decision B. J. Bradshaw, 44 IBLA lBl (1979), the IBLA ruled that an

oil and gas lease on which there is no well capable of producing oil or

gas in paying quantities will automatically terminate on the anniversary

date of the lease upon failure of lessee to pay the minimwn annual rental,

despit:e a partial payment submitted on the basis of a partial

relinc~ishment which was ineffective.

Title 43 CFR 3l08.2-2(a) states: "The authorized officer may, if the
requil"ements of this section are met, reinstate an oil and gas lease which
was tElrminated by operation of law for failure to pay rental timely when
the rEIntal was not paid or tendered within 20 days of the termination date
and it: i8 8hoom to the satisfaction of the authorized officer that such
failu/:e was ju8tified or not due to a lack of reasonable diligence, or no
matter when the rental was paid, it is shown to the satisfaction of the
authorized officer that such failure was inadvertent."

ReI. 3-301
1127195

8L~1 \IANUAL

Supersedes ReI 3-119
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The rBLA ruled in it. Deci.ion Dominic D. Demicco, 92 IBLA 378 (1986),
the .tatutory provi.ion. for automatic termination of leases and

the c'~ndition. required for their reinstatement have been clearly set
forth by Conqre.., 30 U.S.C. 188 (1982). They have been further defined
by th,. Department'. requlation.. It i. well established that all persons
dealiJ~q with the Government are presumed to have knowledqe of relevant
.tatu,.. and duly promulqatad requlatione. 44 U.S.C. 1507, 1510 (1982);

At beet, appellant'. failure to inform himealf about thi. matter
can b,. characterizad as inadvertence. It doe. not constitute
justi;Eication for lDakinq late paymant within tha meaninq of 30 u.s.c.
188(c) (1982).

We ar.. of the opinion that late payment was due to inadvertence and have

detenQined that th. leas. may b. considered for reinstatement under the

proviDions of Class II. However, since the partial relinquishment was not

affac1:ivQ until September 14, 1987, 13 days after the date of automatic

termination, the petition for Class II reinstatement is being considered
for the entire acreage of the lease.

Even t:hough the Class II reinstatement is being considered for the entire

acrea~,e of the lea8e, it needs to be pointed out that the relinquishment
is efj:ective a8 of September 14, 1987. In its Decision Rov W. Reed, 7

IBLA "121 ( 1972) , the IBLA ruled that no action is required by the

Secret;ary in connection with relinquishment. In fact, he is precluded
from j.nterfering with the volun~Ary act 0£ I-.hQ , A..A~ Th'-,~ i ~!!~~ ~

re1in~~ishment is filed, there is nothing upon which the Secretary can
act. Relinquishment is purely a unilateral act on the part of the lessee.

It mullt be concluded that when a lessee file. his relinquishment of an oil

and ga.. lease in the appropriate land office, he exercises the right

grantl,d to him by section JO(b) of the Mineral Leasing Act; he voluntarily

ends !1.is lease relationship with the United States as of the date of the

.tili.ng' of the relinmIiBhment.

In accordance with 43 CFR 3108.2-3, the petition included payment of all
back I:ental. at the rate established for reinetatement under Class II
provision. ($7 per acre for the entire acreage of the lease), the $500
administrative fee, and $130 to cover the cost of publishing the prOposed
reinstatement in the Federal Reaister.

Title 43 CFR 3108.2-3(2) state. that after determining that the
requirement. for filing of the petition for reinstatement have been timely
met, the authorized officer may reinstate the lease if an agreement has
been signed by the lessee and attached to and made a part of the lease
specifying future rental. at the applicable rate. specified for reinstated
lease8 in 3103.2-2 of this title and future royalties at the rates set in
3103.3-1 of this title.

BLM MANUAL

Supersedes Rei.
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Enclo8ed are two copie8 of "Oil and Ga. Lea8e Amendment" 8howinq the

annu,Ll rental of $7 per acre and the royalty rate of 16-2/3 percent which
mu8t be executed and returned to thi. office. Upon receipt of the

.xec"ted Amendment form.. and followinq 30 day. after the date of

publication of propo.ed r.in.tat8lD8nt in the Federal Reaister. a Deci8ion

will be i..ued r.in8tatinq th. lea8e effective September 1. 1987.

If th. .iqned L...e Amendment form. are not filed in this offic. within 30
day. after rec.ipt of thi8 Decision, the petition for Class II
r.in~tatement will b. denied.

Once the leaee ha. been reinstated as of September 1, 1987, we will

procl'.. the partial relinquishment and the lands that will then remain in
the leaee will be 1400.00 acre..

4. ~ed Rental and Rovaltv Rates

On November 24, 1987, a petition for Class II Reinstatement was filed for

terminatsd oil and gas lsase SDM 43977. The petition included a request

for reduced rental and royalty if the Class II Reinstatement is granted.

There has been no production on the lands.

Title 43 CFR 3103.3-1(a) state. the following royalty rates shall be paid

in &DOunt or value of the production removed or .old from the lease: (ii)

16-2/3 percent royalty on noncompetitive lease. reinstated under 3108.2-3

of thi. title. ..Title 43 CFR 3108.2-3(2) .tate. that after determining

that che requirement. for filing of the petition for reinstatement have

been .~imaly met, the authorized officer may reinstate the lease if: (iv)

An ag:~eement ha. been .igned by the le..ee and attached to and made a part

of th.1 lease .pecifying future rentals at the applicable rates specified

for r.linstated lease. in 3103.2-2 of thi. title and future royaltie. at

the r;ite. set in 3103.3-1 of thi. title for all production removed or sold

from Iluch lease. ..Title 43 CFR 3108.2-3(f) .tates that the authorized

officllr may. ..reduce the royalty in that reinstated lease on the

entirll leasehold or any tract or portion thereof segregated for royalty

purpoRe., if he/she determine. there are either economic or other

circ~Bstance. which could cause undue economic hardship or premature

termination of production.

The IllLA ruled in its Decision Gulf Oil CorD., 83 IBLA 289, that pursuant

to sec:. 401 of the Federal Oil and Gas Royalty Manaqement Act of 1982,

amendJ.nq sec. 31 of the Mineral Leasinq Act of 1920, 30 U.S.C. 188 (1982),

the royalty rate imposed on a reinstated oil and qas lease may not be less

than J.6-2/3 percent unless the Secretary finds that there are uneconomic

or other circumstances which could cause undue hardship or premature

termination of production, or if in the Secretary's .Judgement, it would be

other\o'ise equita})le to reduce the royalty rate. Where a lessee tails to

provicle credible evidence of such circumstances, a reduction in royalty

ELM ~'ANUAL

Supersedes Rel 3-119
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rat8' below 16-2/3 percent i. not ju.tified. The Deci.ion al.o .tate. that
Section 401 of the Federal Oil and Ga. Royalty Management Act of 1982
prov'ide. the Secretary of the Interior with discretionary authority to
reil1Lstate terminat8<i leas... Reinstated leases which were terminated for
.in~,dvertent. failur. to make timely rental payment shall be subject to
the condition. contained in 30 U.S.C. 188(8) (1982). It is also stated
that if Congre.. had intended to provide for a 12-1/2 percent royalty rate
for reinstated 18-.8. which have not achieved production, it could have
donst so. But, Congre.. did not draw such a distinction. The legislative
hi.tory of Federal Oil and Ga. Royalty Management Act (FOGRKA) strong1y
.up~~rt. the impo.ition of the 16-2/3 percent royalty rate on reinstated
1ea8,e.. The Hou- report further discu.se. section 401 in detail as
follow.: Section 401(d) clearly e.tablishes that any reinstatement of a
te=Linated lease i. entirely di.cretionary with the secretary of the
Intsrior. The Secretary need not reinstate any lease. He is provided
with the di.cretionary authority to do so and may do so complying with
certain minimum, but substantially increased, rental and royalty terms
that pertain to any reinstated lease. The minimum 4 percent increase in
royalty serves as a penalty, and therefore is an incentive for prompt
rental payment. It also states that, in acting Title IV of Public Law
97-451, the Congress intended that former lessees and claimant. who apply
for reinstatement of terminated lease. should not be permittsd to
benefit, at the expense of both Federal and State Governments and the
general public, from their own errors and/or act. of omission, and
therefore the Conqres. specifically provided for increased rental and
royal~y paymen~. errec~ive rrom ~he da~e or ~erm~na~~on ...; ana Tnat
the Congre.. acted with one .pecific intent, ~. to require a
substantially increased royalty payment. from the date of termination
...a. con.ideration for reinstating a terminated oil and ga. lease.

The purpose of granting a reduced royalty rate is to extend the productive
life of an existing well. Normally it cannot be determined whether a
lease can be successfully operated at the royalty rate fixed in the lease
until the lease has been fully developed. Accordingly, applications for
reduction of royalty are not in order until the productivity of the
leasehold has been fully determined.

In order for a lease operation to be considered eligible for reduction of
the royalty rate, the operating costs must equal or exceed production
valu,s, which is the total value of the lease products sold.

This office is of the opinion that the request for reduced rental and
royalty rates does not contain sufficient evidence to determine there is
or will be undue hardship. Therefore, the request for reduced rental and
royalty rates is hereby denied.

BL~ ~ANUAL

Supersedes ReI.
Rei. 3-301

1/27/95J-119



Appendix I, Page 9

H-31O8-1 -RELINQUISHMENTS. TERMINATIONS. AND CANCELLATIONS

9

Thi. Deci.ion may be appealed to the Board ot Land Appeal.. Ottice of the

Secr.,tary. in accordance with the regulations contained in 43 CFR, Part 4,

and the enclo.ed Form 1842-1. It an appeal is taken. Notice ot Appeal

mu.t be tile din the Kontana State Ottice at the above address within 30
day. trom receipt ot thL. Deci.ion. A copy ot the Notice of Appeal and of

any .tatement ot rea.one, written argument., or briet. ~ al.o be served

on the ottice ot the Solicitor at the addre.. .hown on Form 1942-1. It is

al.o reque.ted that a copy ot any .tatament of rea.on., written arguments,
or brief. be .ent to thi. office. A. appellant you will have the burden

of provinq, by pre.entinq po.itive and substantial evidence, where this

Deci.ion i. in error. Thi. Deci.ion i. final. absent an appeal.

/./ Cynthia L. EmbretBon

Cynthia L. Embretson

Chief, Fluida Adjudication Section

2 Enclo.\lre8

1- Oil ana Ga. Leas. Amenc1m.nt (1 p.)

2 -A;)peal Information Sheet ( I p. )

Rel. 3-3()1

1/27/95
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Committee Resolution of the House of Representatives

Committee of Insular Affairs, Dated July IJ. 1983.

Concerning Lease Reinstatements Under Public Law 97-451

COMMlrrEE ON INTERIOR ANO INSULAR AFFAIRS

u.s. HoUSE 0.- RE~R£S£NTATIV£S

WAS".NGTON. C.C. 20.1.

COr~'!rTTEE RESOLUTION

WHEREAS, ~he Congress of the United States enacted

Ti~~le IV of Public Law 97-451 granting t:o the Sec=et:a=y

of the Inte=ior discretionary authori~y, in the inte=est

of e'qui ty , to .re.i.nsta"t:e, under specitied t:e=s and

conditions, cer"=.ain 1'eder.a.l oil .and .gas leases and to

issu,~ leases i-n lieu of ce.rtain 1JnpateD"t:ed oil placer

miIl.i;ag claims "that otherwlise- te:clli.n.ated by--operation

of l,aw; and

WHEREAS, ~ legal right, title and interest: of

suc:h fo=er lessees and claimants to such for1ner leases

ancl ,:laims had te-=inated; and

WHEREAS , by defi-ni tion , any reinsta tement of a

te:~i~ated lease dates back to the date of its "t:er1nina-

tion by operat~on of law and not to the date of any

a.dI11i::listrative action of the Secretar./ of the Int~=ior

a?E)roving such rei-nstatement (which administrative

ac~;ion may take place seve=al yea=s after actual

teI:mination of ~he fo=er lease) ; and

WHEP~AS, t~e Sec=etary of the Interior was wi~hout

le~ral au~~ority ~o =einstate suc~ ter!!!inated leases

or to issue leases in lieu of such claims ?rior to the

enclct.rnent of Title IV of. Public Law 97-451, such rights

ha'.'i;"1g bee:! reserved to the Congress; and

Rel. 3-301

1/27/95
9L~ \IANUAL
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~~~REAS, some :ormer lessees have ?etitioned =or

reinstatement and paid an amount which they bel~evec

to be due as back rental and royal:y ?aymen~s acc=u~ng

=rom the da~e 0: ~e~ir.a~ior. .but said payme~. :5 a=e

less than the amounts required by Public Law 97-451; and

wCEREAS , in certain limited circumstances, -suc~

equitable relief appears jus~i=iable in order to

re~state and extend the ~ights of affected former

le~.sees and clai.:mants; and

WHEREAS , the continued occupancy of any te~~~ated

lease has deprived the gove=ent of rental payments

from :he former lessee and/or any future lessee and

all -production =rom any such lease by t~e fo=er lessee

constitutes tec:mical trespass; and

WHZREAS, the Congress speci:ically L~tended t~a:.

a.; cuu...i.deratl.on for reinstating any such te=inated

oil and gas leases or to issue leases i~ lieu 0: suc~

oil ?lacer mining claims, af:ec~ed former lessees and

clai~nts should be =equired to ?ay substantially

inc::eased rental and royal...y payments and should not

be unjustly enriched due :0 their own inadvertence,

oversight or negligence in failing ~o comply wi~~

~,e law and should not =eceive the same ~e~s and

condi~ions as would apply i: ~he fo=er leases and

claims hac no~ terminatcd; and

WH~REAS, such former lessees and clairna~...s could

voluntarily accept or reject ~he o?portuni~y :or

=ei:1sitatement 0= ~he ~er::ti~ated leases 0: ~o have

leases issued i~ lieu of cla~ms at ~he ir:cre~sed

re~tdl and roval~v rates; and

9LM ~IANUAL

Supersedes Rei. 3-119
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WHEREAS, there h~s been some uncer~a~nty expressed

about t-he inten~ of Congress with respec':. to ':.;'e d~te

of appl~ca~ior. of ~he i~creased ren~al and =oyal ~y

provisions of Ti ~le rv" of said Ac':. ;

NOW, THEREFORE, BE IT RESOLVED by the Col!atli:tee on

In1~erior and Insula:: of the United States House of

Re!)resentatives ,

Tha~, in ena~g Title IV of Public Law 97-451,

"thl~ C=g-ress .intended that .former lessees and claimants

who Apply .for reinsta~emen~ of ~e.rm.ina~ed le.ases or

to have leases issued ~n l~eu of such claims pursuan~

to ~i ~le IV of ~~a~ ~~ sho~d no~ be permi tted to

benefi"t, -a"t "t-he expense of both Federal and State.

Go',ernments and the gene.ral pubJ.ic, :rom t.he.ir own

er::-ors and/or acts of omission, and the.refore. the

CO]1g-ress specifically provided for increased rental

aru: royal~y payments effec~ive -£rom t.he date of

te:~nation or abandonment of any former lease or

cl,!.im; and

That the Congress acted wi~~ one specific intent,

viz. to =equire a subs~antially increa~d rental

?ar-ment from the date of termination or abandonment

and subs~antiall:! increased royalty ?ayments on all

production made subsequent to the date of terrninat~on

or abandonment as consideration for reins~ating

ei~her a terminated oil and gas lease or to issue

a lease in lieu of an unpatented oil placer mining

cla:.m, a~d the ?rovisiorls 0: Public Law 97-451 =elated

~hereto 'Here s?eci:icall:! a~d deliberately separated

Rel. 3-301

1/27/95
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and developed in =ecog~i~ion of their dis~~~c~ly

diffe=ent legal cha=acte=istics; and

That, when ~he Secretary of ~he In~e=~o=

e:"ercises his ~iscretionary authority .~o reins,=.at.e

any former leases under Public Law 97-451. ~he

pl~ovisions of sec~ion 401 (e) of Title IV of ?ublic

Law 97-451 with regard to the increased rental

and ~oyalty terms for a reinstated ccmpe~itive or

noncompe~i~ve lease issued pursuan~ ~o section 17(b)

or sec~ion li(c) require tha~ paymen~ of back rentals

and ~oy~~ies be equal to the amounts which are

established as minimum future rentals and =oyal~ies

~o.:- each such reinsta~ed lease and should include

su(:h terms in, and as a ?ar~ 0£ , any re~ns~ated lease

~r . or t o i..~ OVA~..-'-- ---
, .1

" ~... = -

Tha~ the Secretary 0£ the Interior should take

cognizance of, and be guided by, the language of the

re::ort, numbered U.S. House of Rep=esenta~i.Jes 97-859.

pages 40 through 42. which specifically states that

it is the inten~ of ~he Cong=ess that any reinstate-

ment of a ,=.erminated lease is entirely discretionary

wi~~ the Secre~ary of the Interior; that there are

no lTIaxirnurn rental and royalty te=s on a ::eins~a':ed

lea:.e; the rental and royalty rate of a reinstated

corr.petitive lease issued pursuant to sec':ion li(b)

shaJ.l be not less than SlO per acre ?er yea= rental

and royalty 0: no~ less than 16-2/3 ?ercen~ compu~ed

KeJ.. 3-301

1127195
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Reference List of IBLA Decisions Concerning Lease Relinquishments,
Terminations, Reinstatements, Cancellations, and

Bona Fide Purchaser Provisions

~

September 12, :L994 -Bernard S. White

Oil and Gas Leases: Reinstatement

130 IBLA 324)

TERMINATION -

MAIL DELAY BY

POSTAL SERVICE

A petition for class I reinstatement of an oil and gas lease
terminated by :failure to timely pay rental was properly
denied when thta lessee sought to justify late payment by
showing ineffil:ient handling of his rental payment by the
Postal Service; having chosen the means for delivery of
payment, the llassee was required to bear the consequence of
delayed delivecy and irregular handling of the payment
envelope by his chosen passenger.

~

April 28, 1994 -Marian L. Kleiner (129 IBLA 216)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Termination

REINSTATEMENT
ILLNESS

A class I petition for reinstatement of an oil and gas lease
is properly granted where the record on appeal supports the
lessee's claim of illness and demonstrates the requisite
proximity and causality to justify the late payment of rental.

~

January 21, 1993 -Gilbert & Bonnie Sockwel1 (125 IBLA 150)
November 4, 1992 -Petro-Hunt Corp. (124 ~BLA 318)
Oil and Gas Leases: Reinstatement

A petition for class I reinstatement of an oil and gas lease
is properly denied where the rental payment was received by
BLM after the anniversary date, and the lessee, having paid
the rental wit:hin 20 days following the lease anniversary
date, fails to establish that the failure to pay the rental
on the anniversary date was justified or not due to a lack
of reasonable diligence.

TERMINATION .

LATE PAYMENT

~

Rel. 3-301

1/27/95
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December 29, 1992 -Hiah Plains Petroleum CorD. (125 IBLA 24)
Oil and Gas Leases: Cancellation

CANCELLATION -

LEASE IMPROPERLY

ISSUED IN A

NO LEASING AREA

An oil and gas lease is properly cancelled where it was
inadvertently issued in violation of the regulatory
requirement ti;) conform use authorizations to the approved
RMP for lands officially designated as an area of critical
environmental concern, with a prescription for no leasing
because the aJ:'ea contains several Federally listed endangered
and threatened plant species.

March 11, 199~~ -Andrew HeLal (122 IBLA 325)
Oil and Gas Le!a8es: Termination

TERMINATION -

NOT APPLICABLE

WHEN RENT DUE AT

A TIME OTHER

THAN LEASE

ANNIVERSARY DATE

Under sec. 3l(b) of the Mineral Leasing Act, as amended, oil
and gas leases are subject to automatic termination by
operation of law for failure to pay the annual rental in
advance by the lease anniversary date. 30 Uo5.C. 188(b)
(1988). The automatic termination provision does not apply
to rental charges becoming due at a time other than the
anniversary date due to the termination of a suspension of
the lease.

,
,

July 30, 1991 .-Sybil w. Taylor (120 IBLA 193)
oil a.nci Gas Leases: Termination--Oil and Gas Leases
Reinstatement

TERMINATION -

ASSIGNED LEASE
Where a noncompetitive oil and gas lessee fails to pay
annual rental on or before the anniversary date of the lease
and no oil or ~ras is being produced on the lease, the lease
automatically t:erminates by operation of law. BLM may
reinstate the l.ease pursuant to 43 CFR 3108.2-2 ( a) if the
full rental is paid within 20 days of the lease anniversary
date, and the failure to timely pay was justifiable or not
due to a lack of reasonable diligence. Where BLM approves
an assignment of record title in an oil and gas lease to a
party on May 12, well in advance of the June 1 anniversary
date of the lease, lessee's assertion that she was unable to
ascertain whether the assignment had been approved and where
to mail the rental payment does not establish that the
failure to pay rental timely was justified where she admits
that she knew of the approval on or prior to the due date
for the payment.

A late payment of rental may not be justified on the basis
that the lessee did not receive a courtesy notice from MMS

(continued)

COURTESY NOTICE

Re1. 3-301
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TERMINATION -

FAILURE TO

PROPERLY

ADDRESS RENTAL

PAYMENT ENVELOPE

The provisions of 43 CFR 3108.2-2(a) recognize as reasonable
diligence the nlailing of rental payment to MMS on or before
its due date and direct BLM to consider the postmark date in
determining whEm the payment was mailed. This provision
tacitly requirE!s that a rental payment must be timely mailed
to MMS in such a manner that it has a reasonable chance of
being received there. Where a lessee mails the payment to
MMS in an enve:Lope bearing no street address, city, state,
or zip code, the payment had no chance of being received by
MMS, and the lE~ssee's actions do not constitute reasonable
diligence in t;~ely making the rental payment.

a========;

March 14, 1991- Petrolex 84-1 Limited (118 IBLA 372)
Oil and Gas Lei!.ses: Termination--Oil and Gas Leases:

Bona Fide Purctlaser

30 U.S.C. 188{'b) and 43 CFR 3108.2-1(b) require that a
notice of deficiency be sent by the Secretary to an oil and
gas lessee whose rental payment is paid on or before the
anniversary date of the lease but in an amount nominally
deficient. Where the regulation requires that this notice
be served by certified mail, return receipt requested, it is
not unreasonable to look to the party asserting delivery to
produce positive proof of such event, e.g., by producing a

signed return receipt card.

TERMINATION -

PROOF OF
CERTIFIED NOTICE
OF NOMINAL
DEFICIENCY
REQUIRED

BONA FIDE
PURCHASER -

INTERESTS NOT
PROTECTED

A bona fide purchaser who is the assignee of a lease
describing lands unavailable for lease is not entitled to
the protection offered by 30 U.S.C. l84(h)(2) (1988) and

43 CFR 3108.4.

==========

January lS, 15191 -Suzanne Walsh ( 117 IBLA 267

oil and Gas Leiases: Cancellation

CANCELLATION -

LEASE IMPROPERLY

ISSUED FOR

NONFEDERAL LANDS

An oil and gael lease which was improperly issued because
title to the J.and embraced by the lease was vested in the
State of Oklahoma is properly cancelled by the Bureau of
Land Management pursuant to 43 CFR 3108.3(d) (1988), when
the leasehold does not contain a well capable of production
of oil or gas in paying quantities, and is not committed to

an approved cooperative or unit plan or communitization

agreement.

==========

Re1. 3-301
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October 22, 1'390 -Paul D. Lieb. Pardee Petroleum Cort:)..
Ralph w. M. K,aating (116 IBLA 279)
oil and Gas Llaases: Reinstatement--Oil and Gas Leases:
Termination--Oil and Gas Leases: Rentals

BLM has no au1:hority to grant Class I reinstatement of an
oil and gas lE!ase under 30 U.S.C. 188(c) (1988), if the
rental amount is not submitted within 20 days after the
anniversary dalte.

TERMINATION .

LATE PAYMENT

cashing a late! rental check for an oil and gas lease and
depositing the, funds in an unearned account does not
constitute acceptance of rental payment or reinstate a
terminated oil and gas lease.

RENTAL F

PUT IN l

ACCOUNT

ACCEPTEr

RENT PA~

september S, 1990 -Interior Reserves Carp. et al.
(116 IBLA 73)
Oil and Gas Le,~ses: Assignments or Transfers--Oil and Gas
Leases: Reins':atement--Oil and Gas Leases: Rental--Oil and
Gas Leases: Tlarmination

TERMINATION -

FULL RENTAL FOR
BASE LEASE NOT
PAID, BUT RENTAL
FOR PARTIAL
ASSIGNMENT WAS
PAID PRIOR TO
ANNIVERSARY DATE

A noncompetiti',e oil and gas lease on which there is no well
capable of producing oil or gas in paying quantities
automatically t:erminates by operation of law upon failure of
a lessee to pay the full amount of the rental due on or
b~f:::=::: ~ha Q..llii.vC:~~.i.ry date of the lease. However, a
partial assignrrlent of record title to acreage in a Federal
oil and gas lea,se, filed by a qualified assignee prior to
the lease anniv'ersary date, may be approved where the annual
rental for the segregated acreage in the assignment was
tendered prior to the anniversary date, even though the base
lease terminated for nonpayment of the full lease rental on
the anniversary date of the lease.

In the absence of a clear indication that it is intended for

the preservation of a specific parcel or parcels, a partial

payment of rental should be attributed to the leasehold

generally. Suctl partial payment by an unapproved assignor

may not be used to preserve the interests of parcels held by

unapproved assit;nees in the absence of a clear indication

that it was intt!nded to be used to do sOo

(continued)

PARTIAL RENTAL

PAYMENTS

ATTRIBUTABLE

TO LEASEHOLD

GENERALLY

Rel.3-301
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UNAPPROVED

ASSIGNMENT

AT TIME OF

ANNIVERSARY

DATE WITH LESS

THAN FULL RENTAL

RENTAL PAYMENT

FOR BASE LEASE

An unapproved a.ssignor may not rely on BLM's approval of the
assignment pric,r to the anniversary date in determining
whether to subrrlit rental for the entire leasehold. That is,
where the assi~rnor apparently submits less than full rental
in the expectat;ion that BLM would approve a pending
assignment prior to the anniversary date (thereby reducing
the rental due to be paid) he bears the risk that the
assignment wilJ. not be approved prior to the anniversary
date and that J.ess than the full amount will be timely paid
by the assignol~ and assignees .

FULL RENTAL FOR
BASE LEASE DUE

REGARDLESS
OF PENDING

ASSIGNMENTS

THAT MAY BE

APPROVED WITH

EFFECTIVE DATES

PRIOR TO LEASE

ANNIVERSARY DATE

Where the assi~lnment of an oil and gas lease is pending
before BLM, thE! assignor remains responsible for the
performance of all obligations under the lease until the
assignment has been approved, and BLM's failure to approve
an assignment by the date the rental is due does not obviate
the requiremen1: the rental for the entire leasehold be paid
on or before the anniversary date of the lease. The
obligation to J?ay annual rental exists without regard to the
fact that assic~nments of lease interests are pending, even
though the assi.gnments may ultimately be made effective
retroactively 'to a date prior to the anniversary date.

LESSEE/RECORD
TITLEHOLDER
IS ONLY PARTY
ELIGIBLE TO
PETITION FOR
REINSTATEMENT

Where the recot'd titleholder of an oil and gas lease fails
to request reirlstatement within the time allowed,
reinstatement is not authorized under governing statutory
and regulatory provisions, and the termination of the lease
becomes final. BLM must refuse to approve any pending
assignments, as there is no lease interest left to be

assigned.

~

June 28, 1990 -Burton/Hawks. Inc. (115 IBLA 143)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Termination

TERMINATION -

UNSIGNED CHECK
Pursuant to 30 U.S.C. 188(b) (1982), when a lessee fails to
pay the requir'ed rental on or before the anniversary date of
a lease on which there is no well capable of producing oil
and gas in pay"ing quantities, the lease automatically
terminates by operation of law. The Secretary may reinstate
the lease, puz'suant to 30 U.S.C. 188(c) (1982), if the full
rental is paicl within 20 days of the lease anniversary date
and the lessee! can show that the failure to timely pay was
either not due! to a lack of reasonable diligence or was

justifiable.
(continued)
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UNSIGNED CHECK

IS NOT A

NEGOTIABLE

INSTRUMENT -MMS
IS NOT OBLIGATED

TO ATTEMPT TO

NEGOTIATE

An unsigned check is not a negotiable instrument pursuant
to the Unifornl Commercial Code and where such a check is
submitted to ~~S in payment of the annual rental for an oil
and gas lease such submission does not constitute timely
payment within. the meaning of 30 U.S.C. 188(b) (1982) .MMS
has no affirmative obligation to attempt to negotiate an
unsigned check since, by definition, such an unsigned check
is not a negotiable instrument.

April 17, 1990 -Jase 0. Norsworthv et al. (114 IBLA 96)
Oil and Gas Leases: Cancellation--Oil and Gas Leases:

Overriding Royalties

CANCELLATION -

ADMINISTRATIVE

CANCELLATION OF

PRODUCING LEASE

NOT ALLOWED

Under 43 CFR 3108.3 (1987), BLM lacks the power to
administratively cancel any oil and gas lease or interest
therein that ila in production.

April 10, 1990 -William F. Corkran (114 IBLA 76)
Oil and Gas Leclses: Reinstatement--Oil and Gas Leases: Termination

REINSTATEMENT

BACK RENTAL

For class II re!instatement, the lessee must tender the back
rental and roya,lty at the increased rates accruing from the
dat~ of. termina...ion, together :w-ith a petition for
reinstatement ~'ithin 60 days from the date of receipt of the
Notice of Termination. Submission of back rental that is
deficient may only be cured during the 60-day period allowedfor filing for reinstatement. .

March 27, 1990 -Elaine Wolf (113 IBLA 364)
Oil and Gas Leases: Cancellation

The Secretary of the Interior has the authority to cancel
any oil and gas lease issued contrary to law or regulation
because of the inadvertence of his subordinates. Where an
oil and gas lealae offer should have been rejected because it
failed to compl~{ with applicable regulations, a lease based
on such an offeJ~ is properly cancelled.

CANCELLATION -

LEASE IMPROPERLY

ISSUED UNDER

REGULATIONS

~

Rel. 3-301
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February 14, 1990 -Sandra Lewis (113 IBLA 174)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Termination

A decision denying a petition for reinstatement of a
noncompetitive oil and gas lease filed pursuant to 30 u.s.c.
l88(c) (1982), will be reversed on appeal where appellant
has establishedl that she was ill at the time the payment was
due, and that Eluch illness was the proximate cause of the
late payment.

REINSTATEMENT -

ILLNESS WAS

CAUSE FOR

TERMINATION

June 5, 1989 -Joan Chornev (On Reconsideration\ (109 IBLA 96)
Oil and Gas Leclses: Cancellation

A decision to <:a.ncel an oil and gas lease will be affirmed
on appeal to the extent it is shown that the lease was
issued through administrative error for lands within a
wilderness stud~' area which the Department was barred by
statute from lt~asing for oil and gas. The statutory
protection aff(~rded bona fide purchaser of a lease under
30 U.S.C. 184(~1) (2) (1982), does not bar cancellation of a
lease erroneoualy issued for lands which the Department was
prohibited froln leasing by act of Congress.

CANCELLATION -

LEASE IMPROPERLY

ISSUED ON LANDS

NOT OPEN BY LAW

TO LEASING

April 24, 1989 .-Mallon Oil Co.. et al. (108 IBLA 241)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Royalties--Oil and Gas Leases: Termination

REINSTATEMENT -

ROYALTY RATE

REDUCTION

BLM may, in accordance with 43 CFR 3108.2-3(f) reduce the
royalty rate for a reinstated lease in three separate
circumstances: (1) where it finds undue hardship or
premature ternlination of production would result; (2) where
a lessee has e:xpended funds to develop the lease, after the
rental was due and not paid, on the basis of any written
action of the United States, its agents or employees, which
preceded the e!xpenditure of those funds and was a major
consideration in their expenditure; or (3) where it finds it
is equitable to do so for any other reason.

(continued)
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REINSTATEMENT -

ROYALTY RATE

REDUCTION DENIED

Where an oil and gas lessee requests, in accordance with
30 U.S.C. 188(i) (2) (1982), and 43 CFR 3108.2-3(f),
reduction of the increased royalty rate upon reinstatement
of its lease ':In the basis that a written action by BLM
preceded and 'ilas a major consideration in its expenditure of
funds to develop the lands covered by the lease after the
rental became due and was not paid, that request is properly
denied when the record shows that although the lessee
received a le1:ter from BLM after the anniversary date of the
lease, that lEatter did not precede and was not a major
consideration in the lessee's expenditure of funds to
develop the lcmds covered by the lease.

=a====-===

March 22, 1989' -Clarence Souser (108 IBLA 59)

Oil and Gas Le,ases: Reinstatement--Oi.l and Gas Leases :

Rentals--Oil and Gas Leases: Termination

Reinstatement of a terminated oil and gas lease pursuant to
30 u.s.c. l88(c) (1982), requires a showing by the lessee
that the late rental payment was either justifiable or not
due to a lack of reasonable diligence. Mailing the rental
payment after the due date is not reasonable diligence.
The complexity of the lessee's business affairs will not
justifya late payment.

TERMINATION -

MAILED AFTER

DUE DATE

RENTAL PAYMENT

PUT IN UNEARNED

ACCOUNT NOT

ACCEPTED AS

RENT PAYMENT

BLM's cashing ii late rental check and depositing it in an
d d ~ ..

unearne account oes no~ ~':)~~t~t'.!t= .:.==~?.a..\:G uJ. rt=n~a.l.

payment or a dE!termination that a terminated oil and gas

lease will be J:'einstated.

~

March 21, 1989 -Henry Y. Yoshino (108 IBLA 47)
Oil and Gas Lea.ses: Assignments or Transfers--Oil and Gas
Leases: Rental--Oil and Gas Leases: Termination

A rental payment for an oil and gas lease sent to the wrong
office does not constitute proper tender of rental. BLM is
required to terminate an oil and gas lease for failure to
pay rental timely, and properly looks to the lessee of
record for such payment. The assignee of an oil and gas
lease, however, may tender payment while approval of the
assignment is plending .

TERMINATION -

RENTAL PAYMENT

SENT TO WRONG

OFFICE BY

PENDING ASSIGNEE

~

Rel.3-301
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October 17, lS188 -Atlantic Richfield Co. (105 IBLA 61
Oil and Gas Le!ases: Cancellation

Where a Federal! oil and gas lease has issued covering land
which has been patented with no mineral reservation to the
United States in the patent, the oil and gas lease is
properly cance!led as to such land.

CANCELLATION -

LEASE IMPROPERLY

ISSUED FOR

PATENTED LANDS

CANCELLATION -

LEASE IMPROPERLY

ISSUED FOR

PUBLIC DOMAIN

AND ACQUIRED

LANDS

Under the over'-the-counter noncompetitive leasing system, no
offer to lease! public domain lands could include acquired
lands. Where it was subsequently shown that acquired lands
were leased pl;Lrsuant to a lease offer for public domain
lands, the lecLse is properly canceled as to the acquired
lands.

August 10, 1988 -Ravmond H. Keeve (103 IBLA 352)
oil and Gas LE!aSes: Termination

TERMINATION -

LATE PAYMENT

DUE TO BUSINESS

MOVE OR ILLNESS

NOT JUSTIFIABLE

A petition fOI~ reinstatement of a noncompetitive oil and gas
lease filed pl;lrsuant to sec. 31(c) of the Mineral Leasing
Act, ~ amende~, 30 u.s.c. l88(c) (1982), is properly denied
where the pa~\ent was mailed to BLH after the anniversary
due date and t;he lessee has not demonstrated that the
misplacement of files during a business move or an illness
asserted as jl;lstification for late payment is the proximate
cause of late payment.

~

July 25, 1988 -Clavtan w. Williams. Jr.. Exxan Carp.
( 103 IBLA 192 JI
Oil and Gas LE~ases: Bona Fide Purchaser

BONA FIDE
PURCHASER -

NO VIOLATION

OF NEPA IN

LEASE ISSUANCE

Where, at the time of lease issuance, BLM's records
pertaining to the lease revealed no indication that the
lease has been issued in violation of the requirements of
the National l~nvironmental Policy Act of 1969, 42 u.s.c.
4332 (1982), but rather indicated that sufficient and proper
analysis of potential environmental impacts had been
completed prior to lease issuance, reliance by an assignee
of the lease on the BLM decision to issue the lease is not
unreasonable and will support assignee's claim of bona fide

purchaser sta1:us .

~
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June 3, 1988 -Enerqy Research Associates. Inc. (102 IBLA 329)
Oil and Gas L,eases: Reinstatement--Oil and Gas Leases:
Termination

A terminated oil and gas lease may be reinstated pursuant to
30 U.S.C. l88(c), if the full rental is paid within 20 days
after the lease anniversary date, provided failure to pay
timely was justifiable and not due to a lack of reasonable
diligence. Termination for failure to make timely payment
occurs despite possession by BLM, in another lease account,
of sufficient money to cover the missed payment. Failure of
the lessee to make payment within 20 days of the lease
anniversary forecloses reinstatement pursuant to 30 u.s.c.
l88(c), where, prior to termination, the lessee has neither
directed BLM to transfer funds to cover payment of the
annual rental payment nor indicated that it seeks to use
funds from another lease account to pay the annual lease
rental.

TERMINATION -

SUFFICIENT
MONEY IN ANOTHER
LEASE ACCOUNT
CANNOT BE USED
TO COVER MISSED
RENTAL PAYMENT

March 17, 1988 -Robert L. True Id.b.a. Comanche Enterprises\.
Petroleum ResE~arch Corp.. et al.. SATELLITE 8303116
( 101 IBLA 320 ;1
Oil and Gas LE~ases: Bona Fide Purchaser

To qualify fo%~ protection as a bona fide purchaser under 30
U.S.C. l84(h)(2) (1982), and 43 CFR 3108.4, an assignee must
have acquired his interest in good faith, for valuable
~Qu~ideration, ana wi~hou~ not~ce of any violation of the
law. Bona ficle purchaser protection applies only where
consideration has actually been paid prior to actual or
constructive ~Lotice of an outstanding interest or defect
in title.

BONA FIDE
PURCHASER -

ACTUAL OR

'CONSTRUCTIVE

NOTICE

BONA FIDE
PURCHASER -

INTEREST NOT

PROTECTED

Where a money market account is established to secure the
consideration paid by assignee, and where it is agreed that
the consideration paid will be held until approval of
assignment (which event never occurs), the assignee is not
entitled to protection as a bona fide purchaser.

A "remote purchaser" of an oil and gas lease interest is one
who purchases such interest from a bona fide purchaser of
the lease. Where it is determined that the seller of the
lease interest is not a bona fide purchaser, the buyer is
not entitled to the protection afforded to a remote

purchaser.
(continued)

REMOTE PURCHASER

DEFINITION

Rel.3-301
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BONA FIDE
PURCHASER -

CONSTRUCTIVE
NOTICE PRECLUDES
PROTECTION

Where purchasers of an interest in an oil and gas lease
enter into assignment agreements after BLM places notice of
the possible cancellation of the lease in its official
records, the purchasers have constructive notice of possible
defects in the lease at the time they acquire their lease
interests and, therefore, lack the good faith essential to
an entitlement to protection as bona fide purchasers.

z=z=======

March 17, 1988 -Banes M. Dawson. Don F. Buaus. Jr.

CANCELLATION -

LEASE IMPROPERLY
ISSUED AFTER
LANDS DESIGNATED
AS WILDERNESS

The Secretary of the Interior has the authority to cancel
any oil and gas lease issued contrary to law because of the
inadvertence of his subordinates. Where oil and gas leases
were inadvertently issued for lands that have been
designated by Congress as wilderness before issuance of the
lease, the Bureau of Land Management properly cancels the
lease as to those lands.

BONA FIDE
PURCHASER -

INTEREST NOT

PROTECTED

The protection afforded by 30 U.S.C. 184(h)(2) (1982), to a
bona fide purchaser of an oil and gas lease applied only
where the predecessors-in-interest were in violation of some
provision of the Act, such as the acreage limitations. It
does not apply where the lease was erroneously issued for
lands not subject to leasing.

~

January 27, 15188 -R. Gerald Jones
Oil and Gas Le!ases: Reinstatement

101 IBLA 57)

The back rentcll due when filing a petition for class II
reinstatement is determined at the increased rates accruing'
from the date of termination. The increased rates are the
rates which wj.ll apply if class II reinstatement is granted:
a minimum of ~;5 per acre for nonproducing [noncompetitive]
leases and $10 per acre for producing [competitive] leases.

REINSTATEMENT -

BACK RENTAL DUE

AT INCREASED

RATE

Neither 30 U.~;.C. 188(d)-(e) (1982), nor 43 CFR 3108.2-3,
expressly re~lire that fees for administrative costs and
costs of publ:~cation in the Federal Reqister be submitted
when a petition for class II reinstatement is filed or
within the tune limitation for filing a petition.

REINSTATEMENT -

TIME FRAME FOR

SUBMITTAL OF

REQUIRED FEES

Rel. 3-301

1/27/95
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October 21, 1987 -Champlin Petroleum Co. (99 IBLA 278)
Oil and Gas Leases: Cancellation

It is improper to cancel an oil and gas lease where BLM had
previously approved the assignment of the lease, the
assignees were bona fide purchasers, and it has not been
shown that the lease was issued in violation of any
statutory or regulatory provision.

CANCELLATION -

IMPROPER TO

CANCEL LEASE IF

NO VIOLATIONS BY

LEASE ISSUANCE

August 11, 1987 -Mobil Producinq Texas and New Mexico. Inc.
(99 IBLA S)
Oil and Gas Leases: Extensions--Oil and Gas Leases:
Termination

TERMINATION -

WELL ABANDONED

PRIOR TO LEASE

EXPIRATION DATE

Extension of an oil and gas lease by reason of drilling over
the expiration date of the lease requires that drilling
operations be ongoing on the expiration date and be
conducted in the manner in which someone seriously looking
for oil or gas in that area could be expected to proceed.
A decision holding a lease to have expired will be affirmed
where the well on the lease was abandoned prior to the lease
expiration datet, notwithstanding the lessee's intent to
drill an additi.onal well.

~.., ~... " ,no., ~.-- man l ~~ .L ..LA 1)..-~--- ~~, ~-'..., -wU~ rt. nar~ -'-' ...

Oil and Gas Leases: Rentals--Oil and Gas Leases:

Reinstatement--Oil and Gas Leases: Termination

Where a tender of payment of the rental for an oil and gas
lease more than S months before the anniversary date was
promptly returned to the lessee with an explanation that it
was a duplicate payment for the present lease year and a
reminder of the next anniversary date by which rent is due,
a decision holding the lease to have terminated by operation
of law and denying a petition for reinstatement under 30
u.s.c. l88(c) (1982) (class I) will be affirmed if the
rental payment is not received thereafter until more than
20 days after tJ:1e anniversary date.

TERMINATION -

PAYMENT DUE
TIMELY DESPITE
RETURN OF MONIES
WITH MESSAGE OF
DUPLICATE
PAYMENT

~

Rel.3-301
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July 31, 1987 -Suzanne Walsh (98 IBLA 363)
Oil and Gas Le,ases: Cancellation

Where it is sh.own that an oil and gas lease which improperly
issued embrace!s lands presently known to contain valuable
deposits of oil or gas, the Department may not, consistent
with 43 CFR 3JO8.3(c) (1984), administratively cancel such
lease, but muelt commence suit in Federal district court to
obtain a judic:ial cancellation of the lease.

CANCELLATION
JUDICIAL
PROCEEDINGS

July 20, 1987 -William R. Barthold (98 IBLA 293)
oil and Gas Le!ases: Reinstatement--Oil and Gas Leases:
Termination

TERMINATION -

POSTMARK AFTER

ANNIVERSARY DATE

The Secretary of the Interior may reinstate a terminated oil
and gas lease pursuant to 30 U.S.C. 188(c) (1982), if the
full rental payment is paid within 20 days of the lease
anniversary dclte, and the failure to pay timely was
justifiable 01:' not due to a lack of reasonable diligence.
Under 43 CFR :!108.2-1(a) [1986], a remittance postmarked by
the U.S. Postcu Service on or before the anniversary date
and received i.n the proper office no later than 20 days
after such anniversary date is timely filed. However, that
regulation doE!s not alter the anniversary date and where the
rental paymeni~ arrives within that time period, but in an
envelope postrrlarked after the anniversary date, even though
the anniversaJ~y date fell on a day on which the proper
office to recl!ived payment was closed, the lessee did not

exercise reasonable diligence.

April 29, 198'7-. Landmark Ext)loration Co. (97 IBLA 96)
Oil and Gas Llaases: Bona Fide Purchaser--Oil and Gas

Leases: Termi-nation

The provision of 30 u.s.c. 184{h){2) {1982) protecting the
interests of :bona fide purchasers from certain action by the
Department to cancel an oil and gas lease is not applicable
to expiration of a lease by operation of law under 30 U.S.C.

226 (1982).

BONA FIDE
PURCHASER -

LEASE EXPIRATION
PROVIDES NO
PROTECTION

Rel.3-301
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April 14, 1987 -Lyman J. Ipsen et al. (96 IBLA 398)
Oil and Gas L,eases: Assignments or Transfers--Oil and Gas
Leases: Rent,~ls--Oil and Gas Leases: Termination

TERMINATION -

ASSIGNMENT FILED

WITH NO RENTAL

TENDERED PRIOR

TO ANNIVERSARY

DATE

A decision dil3allowing a pending partial assignment of an
oil and gas ll~ase will be affirmed where, prior to approval
of the partia:L assignment, the lease had terminated
automatically by operation of law for failure to pay the
annual rental on or before the lease anniversary date and
the assignee had not tendered the rental for the lands
described in t:he partial assignment prior to the anniversary
date.

While a potent:ial assignee of an oil and gas lease may pay
the annual rental, BLM is under no obligation to give the
potential assi.gnee a courtesy notice of rental due prior to
the lease anni.versary date.

TERMINATION -

NO OBLIGATION

FOR A COURTESY

BILLING NOTICE

January 12, 1987 -Sun Exploration & Production Co.

(95 IBLA 140)
oil and Gas Leases: Cancellation

BLM must cancel a noncompetitive oil and gas lease of
acquired lands where the lessee failed to fully pay the
first year's a,jvance rental at the time of submission of his
lease offer, i:r1 accordance with 43 CFR 3103.3-1 (1979), the
dAfi~i~~~y ~:s ~~~~ ~h~n 10 pG~cGnt al-&d d aubaequent lease
offer was filed by a qualified third party.

CANCELLATION -

MORE THAN

NOMINAL RENTAL

DEFICIENCY AND

A PENDING JUNIOR

OFFER

October 30, 1986 -Stanley I. Okun, Alan L. Schwartzberq
(94 IBLA 197)
Oil and Gas Leclses: Assignments or Transfers--Oil and Gas
Leases: Reinst:atement

REINSTATEMENT -

PETITION FROM

LESSEE REQUIRED

AND NOT FROM

POTENTIAL

ASSIGNEE

Where a proposE!d assignment of an oil and gas lease has not
been approved tly BLM and the lease has automatically
terminated by operation of law for failure to pay rental
timely, only th\e original lessee as holder of record of the
lease, and not the potential assignee, may petition to have
the lease reinstated pursuant to 30 UoSoCo 188(c),(d), and

(e) (1982).

Rel.3-301
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October 23, 1986 -Jerald A. Waters (94 IBLA 150)
oil and Gas Leases: Reinstatement--Oil and Gas Leases:

Rentals--Oil and Gas Leases: Termination--Payments:
Generally--Words and Phrases

An oil and gas lease on which there is no well capable of

producing oil clr gas in paying quantities automatically
terminated by clperation of law if the lessee fails to pay
the annual rent.al on or before the anniversary date of the
lease. 30 U.S.C:. 188(b) (1982). Under 30 U.S.C. 188(c)
(1982), the Dept. of the Interior has no authority to make
a Class I Reinsltatement of a terminated oil and gas lease
where the rentaLl payment is not paid or tendered at the
proper office ..,ithin 20 days after the due date.

TERMINATION -

NO PAYMENT

WITHIN 20 DAYS

AFTER THE

ANNIVERSARY DATE

DEFINITION OF
"TENDER"

"Tender." Plac:ing a check for annual rental for oil and gas
leases in the l1:1ails does not constitute a tender of payment
within the meaning of 43 CFR 3l08.2-2(a)(1). A tender of
rental payment is made only when payment is received by the
proper office administering the lease, providing that office
the opportunit~r either to accept or decline payment.
Accordingly, p:Lacing rental in the mails does not constitute
a tender of pa~rment which would allow the Department to
consider the mj~rits of a petition for a Class I
reinstatement of an oil and gas lease.

~

september 25, :l986 -Larremore Petroleum Partnership

(94 IBLA 30)
Oil and Gas Le,~sles: Reinstatement--Oil and Gas Leases :

Termination

TERMINATION -

ILLNESS NOT
JUSTIFIABLE FOR
LATE PAYMENTS

A petition for reinstatement of noncompetitive oil and gas
leases filed pllrsuant to sec. 31(c) of the Mineral Leasing
Act, ~ amendeg, 30 U.S.C. 188(c) (1982), is properly denied
where the payments were mailed to BLM after the lease
anniversary dates and the illness asserted as justification
for late payments is not substantiated as being the

proximate cause of the late payments.

==========
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July 8, 1986 .-Dominic D. Demicco (92 IBLA 378)
Oil and Gas Leases: Reinstatement

Congress has I~nacted two provisions for reinstating a
noncompetitivl~ oil and gas lease which has automatically
terminated by operation of law pursuant to 30 U.S.C. 188(b)
(1982) for faj.1ure to pay the rental timely. In order to
qualify for CJ.ass I reinstatement under 30 U.S.C. l88(c)
(1982), the rE!ntal must be tendered within 20 days of the
anniversary date and the lessee must establish that failure
to pay on time! was either justifiable or not due to a lack
of reasonable diligence. If failure to make timely payment
was inadverterlt, the lease may be eligible only for a Class
II reinstatement pursuant to 30 U.S.C. 188(d) (1982). A
lessee who was unaware that his lease would terminate if he
did not mail his payment before the anniversary date has
neither acted with reasonable diligence nor estab.l.ished that
his failure to make timely payment was justifiable.

REINSTATEMENT -

UNAWARE OF

AUTOMATIC

TERMINATION

PROVISION OF LAW

~

July 22, 1986 -Paul J. and Lvda R. Stivers (93 IBLA 97)
Oil and Gas Leases: Reinstatement

A lease automatically terminated by operation of .law
pursuant to 30 u.s.c. l88(b) (1982) may be reinstated
pursuant to 30 u.s.c. 188(c) if the lease rental has been
paid within 20 days of the lease's anniversary date and the
failure to timely pay was justifiable or n~~ d'~~ t~ ~ l~=k
of reasonable diligence. Inability to pay is not, in
itself, a justifiable reason for failing to make timely

payment.

TERMINATION .

INABILITY TO

PAY RENTAL

July 16, 1986 --Neal Hunter (93 IBLA 80)
Oil and Gas Leclses: Reinstatement--Oil and Gas Leases:
Termination

Pursuant to 30 U.S.C. 188(b) (1982), when the lessee fails
to pay the requ.ired rental on or before the anniversary date
of the lease, a.nd no oil and gas is being produced on the
leased premises, the lease shall automatically terminate by
operation of law. The Secretary may reinstate the lease,
pursuant to 30 U.S.C. 188(c) (1982), if the full rental is
paid within 20 days of the lease anniversary date, and the
failure to timely pay was justifiable or not due to a lack
of reasonable diligence.

(continued)

TERMINATION -

AUTOMATIC BY

OPERATION OF LAW

FOR FAILURE TO

PAY ANNUAL

RENTAL TIMELY.
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Late payment oJ: annual rental may be considered justifiable
if the untimel:~ness was proximately caused by extenuating
circumstances outside the lessee's control at or near the
anniversary da1~e. A lessee's failure to timely pay rental
is not justifii~le where the rental payment was returned by
the u.s. Posta:L Service as undeliverable because the address
on the envelopl! was unreadable. Appellant must bear the
consequences o:E the Postal Service' s inability to timely
deliver the rental payment. Mailing the rental payment
after the anni"ersary date does not constitute reasonable

diligence.

TERMINATION -

UNREADABLE
ADDRESS TO
POSTAL SERVICE
NOT CAUSE FOR
EXTENUATING
CIRCUMSTANCE
OUTSIDE LESSEE
CONTROL

=======

June 25, 1986 .-James Darbv (92 IBLA 231)
Administrative Procedure: Generally--Notice: Constructive
Notice--Oil and Gas Leases: Assignments or Transfers--Oil
and Gas Leases: Reinstatement--Rules of Practice: Generally

REINSTATEMENT -

TIME OF FILING

PETITION WHEN

TERMINATION

NOTICE RETURNED

UNDELIVERABLE

TO LAST ADDRESS

OF RECORD

A document sen't certified mail by BLM to a person at his
last address of record is considered to have been
constructively served on that person at the tbme of return
by the Postal Service of the undelivered certified letter,
and such constructive service is equivalent in legal effect
to actual service of the document. An oil and gas lessee's
last address of record is that stated on the lease
application fot'm, unless the lessee has filed written notice
of a change of address with the issuing BLM office. Thus,
the tbme for filing a petition for reinstatement of a
terminated oil and gas lease begins on the date the notice
of termination was returned to BLM as undeliverable after it
was sent to the lessee's last address of record, and expires

60 days later.

REINSTATEMENT -

LESSEE/RECORD
TITLE HOLDER

IS ONLY PARTY

ELIGIBLE TO

FILE PETITION

Where the record title holder of an oil and gas lease fails
to request reinstatement within 60 days of constructive
service of a notice of termination of the lease,
reinstatement is not authorized under governing statutory
and regulatory provisions, and the termination of the lease

becomes final.

~
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April 29, 198Ei -Oscar D. Graham ( 91 IBLA 394 )

Oil and Gas Le!ases: Reinstatement--Oil and Gas Leases:

Rentals--Oil a,nd Gas Leases: Termination--Payments:

Generally--Wo1:'ds and Phrases

An oil and gas, lease on which there is no well capable of
producing oil or gas in paying quantities automatically
terminates by operation of law if the lessee fails to pay
the annual rental on or before the anniversary date of the
lease. 30 U.S.C. 188(b) (1982). Under 30 U.S.C. 188(c)
(1982), the Dept. of the Interior has no authority to make
a Class I Reinstatement of a terminated oil and gas lease
where the rental payment is not tendered at the proper
office within 20 days after the due date.

TERMINATION -

NO PAYMENT

WITHIN 20 DAYS

AFTER LEASE

ANNIVERSARY

DATE

DEFINITION OF
"TENDER"

"Tender." Placing a check for annual rental for oil and gas
leases in the mails does no constitute a tender of payment
within the meaning of 43 CFR 3108.2-1(c). A tender of
payment is made only when a lessee submits payment to the
BLM office administering his lease, providing BLM with the
opportunity either to receive or decline payment.
Accordingly, placing rental in the mails does not constitute
a tender of pa'yment which would allow the Dept. to consider
the merits of .a petition for a Class I Reinstatement of an
oil and gas le,ase .

REINSTATEMENT ,

INCREASED RENT

AND FEES

REQUIRED FOR

CLASS II

Reinstatement of a terminated noncompetitive oil and gas
lease under se(:. 401 of the Federal Oil and Gas Royalty
Management Act of 1982, 30 u.s.c. 188(d), (e) (1982),.
requires payment by the lessee of rental at the rate of $5
per acre as we:Ll as reimbursement of administrative costs
(up to $500) and the cost of publishing notice in the
Federal Reaist~.

April 17, 1986 -Nancy Wohl (91 IBLA 327
Oil and Gas LecLses: Termination

TERMINATION -

POSTMARK ON

MONDAY AFTER

ANNIVERSARY DATE

OVER WEEKEND

Where an oil and gas lessee's annual rental payment was
postmarked on t;he Monday following the anniversary date of
the lease which fell on the preceding Sunday, the payment
was not timely under the provisions of 43 CFR 3l08.2-1(a),
even though, under the regulation, the lease payment could
have been timel.y received by BLM on the Monday upon which
payment was pos;tmarked. Mailing was not made the equivalent
of actual payme,nt nor was the anniversary date of the lease
changed by the regulation, which permits payment on the next
day following a lease anniversary when the office where
payment is to be made is closed on the anniversary date.

~
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February 26, 1986 -Monica v. Row1and (90 IBLA 349)
Oil and Gas Leases: Termination

TERMINATION -

LATE PAYMENT

Under 30 U.S.C. l88(c), BLM has no authority to reinstate a
noncompetitive oil and gas lease terminated automatically
for nonpayment of annual rental where the rental payment was
not tendered at the proper office within 20 days after the
anniversary date.

REINSTATEMENT .

BACK RENTAL

PAYMENT WITHIN

60 DAYS OF

RECEIPT OF

TERMINATION

NOTICE

BLM may properly condition class II reinstatement under 30
u.s.c 188(d) and (e) (1982), of a noncompetitive oil and gas
lease terminated automatically for nonpayment of annual
rental upon tender of the required back rental, computed at
the increased rate of $5 per acre set forth in 30 u.s.c.
l88(e)(2) (1982), within 60 days after receipt of a notice
of termination.

February 10, 1986 -Howard H. Vinson et a1. (90 IBLA 280)
Oil and Gas Leases: Reinstatement

Where the record title holder of an oil and gas lease has
made numerous assignments of interests in that lease, none
of which has been approved by BLM, and the lease terminates
by operation of law for failure to pay rental timely, only
the record titleholder, and not any of the holders of
unapproved assignments, may successfully petition for
reinstatement of the lease pursuant to 30 u.s.c. l88(c) or
(d) (1982). The right to petition for reinstatement is
personal to the record titleholder of the lease.

REINSTATEMENT .

LESSEE/RECORD
TITLE HOLDER

IS ONLY PARTY

ELIGIBLE TO

FILE PETITION

(NOT POTENTIAL

ASSIGNEE)

~

December 10, 1985 -PRM Exploration Co. (90 IBLA 63)
Oil and Gas Leases: Rentals--Oil and Gas Leases:
Termination

REINSTATEMENT -

CLASS I NOT

ALLOWABLE IF

RENTAL NOT PAID

WITHIN 20 DAYS

AFTER DUE DATE

Under 30 U.S.C. 188(c) (1982), the Department of the
Interior has no authority to make a class I reinstatement of
a terminated oil and gas lease where the rental payment is
not tendered at the proper office within 20 days after the
due date.

Rel. 3-301

1/27/95
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August 28, 1985 -L & B Land Lease Group 82-3 (88 IBLA 221)
Oil and Gas LE~ases: Cancellation

The Secretary of the Interior has the authority to cancel
any oil and gcLS lease issued contrary to law because of the
inadvertence of his subordinates.

CANCELLATION -

LEASE IMPROPERLY

ISSUED

NEW LEASE

CANCELLED FOR
LANDS ALREADY IN

EXISTING LEASE

Where an oil cLnd gas lease has inadvertently been issued for
land that was the subject of a then current lease in good
standing, the later lease is properly canceled to the extent
that it conflj.cts with the earlier lease.

May 16, 1985 ..Montv Cranston. Inc. (86 IBLA 322)
Oil and Gas Le!ases: Relinquishment

RELINQUISHMENT -

PARTIAL RENTAL

PAYMENT FILED

WITH PARTIAL

RELINQUISHMENT
ON NEXT OFFICIAL

WORK DAY AFTER

ANNIVERSARY DATE

Where the anni.versary date of an oil and gas lease falls
on a day when the proper office for payment is not open, a
partial rental payment together with a partial

relinquishment, personally delivered to the proper state
office on the next official working day serves to extend
that part of the lease covered by the rental payment. A BLM
decision finding such a lease to have terminated for failure
to pay the full amount of the rental must be reversed.

M~v '4 'Q~o; -T~m-a ~..~ T~"~~- , .O~ , ; ' ~~-~-.. ~ ~..~.. \u ...Q..-n ;)1

Oil and Gas Leases: Relinquishment--Oil and Gas Leases:

Termination

RELINQUISHMENT
PARTIAL FILED
AFTER LEASE
TERMINATION IS
INEFFECTIVE

An oil and gas lease may be relinquished by filing a written
relinquishment in the proper BLM office. A relinquishment
is effective on the date of its filing with BLM. However,
a partial relinquishment filed after the lease has

automatically terminated by operation of law in ineffective.

TERMINATION -

RENTAL PAYMENT

OF LESS THAN

FULL AMOUNT

AND REMAINDER

NOT PAID WITHIN

20 DAYS AFTER

ANNIVERSARY DATE

Where rental payment for an oil and gas lease with a June 1
anniversary date is postmarked May 31 and received in the
proper office on June 5, under 43 CFR 3108.2-1(a) such
action may constitute reasonable diligence for purposes of
class I reinstatement; however, where the payment is less
than the full amount and the lessee fails to pay the full
amount within 20 days after the anniversary date, class I
reinstatement is precluded.

~
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April 3, 1985 .-Dena F. Collins (86 IBLA 32)
Oil and Gas Leiises: Reinstatement--Oil and Gas Leases:
Termination

In order to qu,!.lify for Class II reinstatement, the lessee
must establish that the failure to timely pay was
inadvertent. .~ inadvertent act involves carelessness,
oversight, mis'take, or the failure to pay careful and
prudent attention to a situation. A lessee's failure to
timely pay rental is not inadvertent where the lessee was
merely financially unable to pay the rental when due.

REINSTATEMENT -

INADVERTENCE AS

REASON FOR

FAILURE TO PAY

RENTAL TIMELY

~

March 13, 1985 -Lee Oil Properties. Inc. et al. (85 IBLA 287)
Oil and Gas Leases: Bona Fide Purchaser

BONA FIDE
PURCHASER -

PROTECTION NOT

APPLICABLE FOR

LEASE ISSUED

ERRONEOUSLY

The protection afforded by 30 u.s.c. 184(h) (2) (1982), to a
bona fide purchaser of an oil and gas lease which issued
noncompetitively applies only where the predecessors-in-
interest were in violation of some provision of the Act,
such as the acreage limitations. It does not apply where
the lease was erroneously issued for lands not subject to

noncompetitive leasing.

Where the assignee of an oil and gas lease is chargeable BONA FIDE
with actual or constructive knowledge of the fact that the PURCHASER -

lease improperly issued, the assignee may not assert bona ACTUAL OR
fide purchaser status pursuant to 30 U.S.C. 184(h)(2) (1982). CONSTRUCTIVE

NOTICE

December 27, j.984 -James P. Felt (84 IBLA 205)

Oil and Gas Leiases: Termination

TERMINATION -

LATE PAYMENT DUE
TO OVERSIGHT

Under 30 U.S.C:. 188(c) (1982), a lease terminated
automatically for late payment of annual rental may be
reinstated upon receipt of a petition for reinstatement
showing that reasonable diligence was exercised or that the
failure to paJ' timely was justifiable. In the absence of
such proof, e.g., where the lessee mailed the payment after
the lease annj.versary date as a result of an oversight, the
petition for J:einstatement is properly denied.

~
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November 15, 1984 -American Mineral Leasina. Inc. (83 IBLA 372)
Oil and Gas Leases: Cancellation

CANCELLATION -

LEASE IMPROPERLY

ISSUED WHERE

SENIOR OFFEROR

RULED BY IBLA TO

BE QUALIFIED TO

RECEIVE LEASE

BLM must cancel a noncompetitive oil and gas lease
erroneously issued to a party other than the first-qualified
offeror, where the lease was issued while that offeror's
prior lease offer was pending on appeal before the Board and
the offeror wa:9 ul timately determined to be qualif ied to
receive a leasla.

a=========

October 25, 1984 -Gulf oil CorP. (83 IBLA 289)
Oil and Gas LeilSes: Generally--Oil and Gas Leases:
Noncompet.itive Leases--Oil and Gas Leases: Reinstatement--
Oil and Gas LeilSes: Termination

REINSTATEMENT

ROYALTY RATE

REDUCTION

Pursuant to sec:. 401 of the Federal Oil and Gas Royalty
Management Act of 1982, amending sec. 31 of the Mineral
Leasing Act of 1920, 30 U.S.C. 188 (1982), the royalty rate
imposed on a relinstated oil and gas lease may not be less
than 16-2/3 pel:'cent unless the Secretary finds that there
are uneconomic or other circumstances which could cause
undue hardship or premature termination of production, or if
in the Secretary's judgment, it would be otherwise equitable
to reduce the royalty rate. Where a lessee fails to provide
credible evidence of such circumstances, a reduction in the
royalty rate below 16-2/3 percent is not justified.

Section 401 of the Federal O
Act of 1982 provides the Sec
discretionary authority to r
Reinstated leases which were
failure to make timely renta
the conditions contained in

REINSTATEMENT -

FAILURE TO PAY

RENT INADVERTENT

~

October 9, 1984 -Joseph J. c. Paine (83 IBLA 145)
Board of Land AJ?peals--Oil and Gas Leases: Reinstatement--
Oil and Gas Leal~es: Termination--Regulations: Force and
Effect as Law--1)ecretary of the Interior

REINSTATEMENT -

NO AUTHORITY TO

REINSTATE AT END

OF 2-YEAR

EXTENDED TERM

BLM does not ha~re the authority to reinstate a
noncompetitive oil and gas lease which expired at the end of
its 2-year exterlded term because of lack of production in
paying quantitiE!s .

(continued)
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A duly promulgated Departmental regulation has the force and
effect of law and is binding upon all officials of the
Department, in(:luding the Board of Land Appeals and the
Secretary, and may not be waived.

REGULATIONS

CANNOT BE

WAIVED BY THE

BLM/SECRETARY

september 13, L984 -Navaio Tribe of Indians (82 IBLA 387)

Oil and Gas LeiiSes: Cancellation

CANCELLATION -

LEASE IMPROPERLY

ISSUED FOR

INDIAN LANDS

Where an oil al~d gas lease has been issued for lands which
have been withdrawn from the public domain by Executive
Order for Indi,!.n purposes, the lease must be canceled. The
Secretary of the Interior has the authority to cancel any
oil and gas le!.se which is issued contrary to law.

August 20, 1984 -Leo M. Krenzler (82 IBLA 205)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:

Termination

TERMINATION -

LATE PAYMENT

WITHIN 20 DAYS

AFTER LEASE

ANNIVERSARY DATE

When the lessee fails to pay rentals on or before the
anniversary date of the lease, where no oil or gas is being
produced in paying quantities on the leased premises, then
the lease shall automatically terminate by operation of law;
however, if the full rental amount has been paid within 20
days of the lease anniversary date, and the failure was
justifiable or not due to a lack of reasonable diligence,
then the Secretary may reinstate the lease.

TRAVEL NOT

JUSTIFIABLE
REASON FOR LATE

RENTAL PAYMENT

Late payment of an annual rental may be considered
justifiable if the untimeliness was proximately caused by
circumstances outside the lessee's control at or near the
anniversary date of the lease; however, travel does not
ordinarily prevent a person from making payment or arranging
for others to make payment in his absence.

NEGLECT OF
BUSINESS AFFAIRS
NOT JUSTIFIABLE
REASON FOR LATE
RENTAL PAYMENT

Neither the b\J.lk nor the complexity of an individual or a
corporate leselee's business organization constitutes
adequate justi.fication for a late payment, and the Board
cannot conclucle that a late payment is justified when the
lessee neglect:s to order his business affairs so that his
lease rental i.s paid on time .

(continued)
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PAYMENT A DAY

AFTER DUE DATE

FAILS TO

CONSTITUTE

REASONABLE

DILIGENCE

In order to show that a late payment was not due to lack of
reasonable diligence, a lessee must ordinarily show that
payment was made sufficiently in advance of the anniversary
date to account for normal delays in the collection,
transmittal, and delivery of the mail. Mailing the payment
one day after it is due does not constitute reasonable

diligence.

July 24, 1984 -John F. Clifton (82 IBLA 126)
Oil and Gas L4~ases: Reinstatement--Oil and Gas Leases:

Termination--J?ayments: Generally

The Secretary may reinstate leases terminated on or after
January 12, 1~~83, if certain conditions are met and a
petition for l~einstatement plus required back rentals are
filed the earJ.ier of 60 days after lessee has received
notice of termination or 15 months after lease termination.
The submission of a rental check which is later dishonored
by the drawee bank because of insufficient funds is neither
a payment nor a tender of payment.

TERMINATION -

CHECK LATER

DISHONORED FOR

INSUFFICIENT
FUNDS IS NOT

A TENDER OF

PAYMENT

July 16, 1984 -Kurt w. Mikat (82 IBLA 71)

Oil and Gas Leases: Reinstatement

REINSTATEMENT -

BACK RENTAL

MUST BE

SUBMITTED WITHIN
60 DAYS AFTER

RECEIPT OF

TERMINATION

NOTICE

BLM properly denies a petition for reinstatement of a
noncompetitive oil and gas lease, which terminated
automatically after Jan. 12, 1983, for failure to pay the
annual rental on or before the lease anniversary date, under
sec. 401 of the Federal oil and Gas Royalty Management Act
of 1982, 30 U.,S.C. 188(d), (e) (1982), where the lessee did
not submit the required back rental within 60 days after
receipt of a notice of termination, computed at the
increased rate of $5 per acre set forth in 30 U.S.C.

188(e)(2).

Re1. 3-301
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July 11, 1984 -Nola Grace Ptasvnski (82 IBLA 48)

Oil and Gas Leal~es: Rental s--Oil and Gas Leases :

Reinstaternent--Oil and Gas Leases: Termination

REINSTATEMENT -

PREVIOUSLY

TERMINATED LEASE

INCLUDING LANDS

SOUGHT FOR LEASE

REINSTATED AND
OFFEROR HAD NO

VESTED RIGHT TO

A LEASE

The first-quali:Eied applicant for an oil and gas lease
acquires no ves't.ed right to have a lease issued to him but
only a right to be preferred over other applicants if a
lease is to be issued and his application may be rejected
if it is determined that a previously terminated lease
including the lands sought for leasing should be reinstated
under sec. 401 ,of the Federal Oil and Gas Royalty Management
Act, P.L. 97-451, 96 Stat. 2447, which amended sec. 31 of
the Mineral Leasing Act of 1920,30 U.S.C. 188 (1982).

Sec. 401 of the Federal Oil and Gas Royalty Management Act,
P.L. 97-451, 96 Stat. 2447, amending sec. 31 of the Mineral
Leasing Act of 1920, 30 U.S.C. l88 (1982), affords an
additional opportunity to reinstate a lease terminated by
operation of law where it is shown to the satisfaction of
the Secretary that failure to timely pay the rental was

inadvertent, provided certain criteria are met.

REINSTATEMENT -

CLASS II

PROVISIONS

While the assignee of an oil and gas lease may not exercise
any control or dominion over the lease prior to approval of
the assignment, the assignee is not precluded from paying
the annual rental in an effort to avoid termination of the
lease or to qua.lify the lease for reinstatement upon
petition by the, lessee of record.

ASSIGNEE MAY
PAY ANNUAL RENT
TO AVOID LEASE

TERMINATION OR
TO QUALIFY

LEASE FOR

REINSTATEMENT

=====2====

June 6, 1984 -William F. Branscome (81 IBLA 235)
Oil and Gas LecLses: Reinstaternent--Oil and Gas Leases:
Termination

TERMINATION -

LATE PAYMENT

AND ILLNESS AT

OR NEAR LEASE

ANNIVERSARY DATE

The holder of cL noncompetitive oil and gas lease terminated
by operation oj: law for failure to pay the annual rental
timely is not Etntitled to reinstatement of his lease
pursuant to sec:tion 31(c) of the Mineral Leasing Act, H-
amended, 30 u.~).c. 188(c) (1982), where the late payment was
mailed to BLM cifter the lease anniversary date and the
lessee presentl3 no evidence in support of the assertion that
the reason for the late payment was illness at or near the
lease anniversciry date.

~
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May 31, 1984 -Larrv W. Ferquson (81 IBLA 167)
oil and Gas L.eases: Reinstatement--Oil and Gas Leases:
Termination

TERMINATION -

LATE PAYMENT
NOT JUSTIFIED
BY RELIANCE ON
COURTESY NOTICE
AND COMPLEX
BUSINESS AFFAIRS

Reinstatement of a terminated oil and gas lease pursuant to
30 u.s.c. 188(c) (1982) requires a showing by the lessee
that the late rental payment was either justifiable or not
due to a lack of reasonable diligence. Mailing the rental
payment after the due date is not reasonable diligence.
Neither reliance on a courtesy notice nor the complexity of
the lessee's business affairs will justify a late payment.

REINSTATEMENT -

REVIEW PETITION

UNDER ALL

STATUTORY

PROVISIONS

AVAILABLE

Where a leSSeE! files a petition for reinstatement of a
terminated oi:l and gas lease in response to notification of
his rights to petition for reinstatement under 30 u.s.c.
188(c) (1982) and 30 U.S.C. 188(d) and BLM denies
reinstatement only on the basis of noncompliance with the
former statutory provision, the case will be remanded to BLM
for considerat:ion of reinstatement under the latter provision.

~

March 28, 1984. -Horace Ho A1vord IV (80 IBLA 49)
Oil and Gas Leiases: Cancellation

CANCELLATION -

LEASE ISSUED

W!'!'!! ~. LESSER

MINERAL INTEREST

INCORRECTLY

INDICATED CAN BE

AMENDED RATHER

THAN CANCELED

Where a noncom.petitive oil and gas lease erroneously
reflects a lesser mineral interest in federally owned lands
than is actually held by the United States. but where th~
lease has not been issued in contravention of any regulatory
or statutory authority, it need not be canceled, but may be
amended to reflect that s1l of the available Federal
interest in the land has, in fact, been leased.

February 29, 1984 -Davis Oil Co. (79 IBLA 218)
Federal Employ'ees and Officers: Authority to Bind
Government--OLl and Gas Leases: Reinstatement--Oil and Gas

~ i .
Leases: Term l~atl.On

TERMINATION -

LATE PAYMENT

To justify fai:Lure to pay annual rental of an oil and gas
lease so as to entitle appellant to reinstatement of lease
pursuant to 30 u.s.c. 188(c) (1976), the failure to make
timely payment must be caused by factors beyond the control
of the lessee. Where the record establishes that the lessee
failed to send the rental payment in a timely fashion for
unexplained recLsons, and then failed to discover the missed
payment until rLearly 1 year later, there is no justification
for the failure! to make timely payment which will permit
reinstatement.
" ( cont inued )
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A lease terminated by operation of law for failure to make
timely payment can be reinstated upon proof of reasonable
diligence in a1:tempting to make payment or a showing that
failure to makl! timely payment was justifiable, or, under
certain circUltIl3tances, in the case of inadvertent failure to
pay. Where ap]?ellant did not offer to pay annual rent due
on Sept. 1, 19132, until Aug. 24, 1983, and offered no proof
of circUltIstancl!s to justify nonpayment on the due date, the
record fails ti:> support the reinstatement of an oil and gas
lease pursuant to any provision of 30 U.S.C. 188 (1976) as

amended.

LATE PAYMENT

DISCOVERED

NEARLY A

YEAR LATER

RECEIPT OF
RENTAL PAYMENT
UNCERTAIN

Neither the do,ctrine of equitable estoppel nor substantial
fairness is available to offer appellant relief where
reliance upon those doctrines is predicated upon
circumstances 'which indicate appellant merely failed to make
timely payment through its own neglect. The existence of a
cover letter indicating a payment was sent where it
subsequently appears there was no payment attached to the
letter as shown, is insufficient alone to place the burden
upon the Government to either establish it did not receive
payment, or alternatively, to explain why it did not notify
appellant of the apparent omission of payment from its

letter.

February 23, 1984 -Anthonv F. Hovev (79 IBLA 148)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:

Termination

TERMINATION -

LATE PAYMENT

Under 30 U.S.C. 188(c) (1976), a lease terminated
automatically for untimely payment of annual rental may be
reinstated only upon proof that reasonable diligence was
exercised or that lack of diligence was justifiable. In the
absence of such proof, a petition for reinstatement is

properly denied.

REASONABLE
DILIGENCE

Reasonable diligence ordinarily requires mailing payment
sufficiently i.n advance of the anniversary date to account
for normal delays in the collection, transmittal, and
delivery of ttle mail. Mailing a rental payment after it is

due does not c:onstitute reasonable diligence.

Untimely paymemt of the annual rental may be justifiable if
proximately caLused by extenuating circumstances outside the
lessee's control which occurred at or near the anniversary
date of the le!ase. Being away from the office on business
does not establish that late rental payment was justifiable.

JUSTIFIABLE
CIRCUMSTANCES
DO NOT INCLUDE
BEING AWAY
FROM OFFICE

~
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February 13, 1984 -Arthur M. Solender. Lvnn Devereaux
(79 IBLA 70)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:

Termination--"ords and Phrases.

TERMINATION -

LATE PAYMENT

Under 30 U.S.C. 188(c) (1976), a lease terminated

automatically for untimely payment of annual rental may be
reinstated whl~re the rental is paid within 20 days and upon
receipt of a. ]petition for reinstatement showing that
reasonable di:ligence was exercised or that the failure to
make timely pciyment was justifiable. In the absence of such
proof, the pe1:ition for reinstatement is properly denied.

LAST ADDRESS
OF RECORD -

DEFINITION

"Last address of recorQ.R Where 43 CFR 1810.2 requires the
Bureau of Land Management deliver communications by mail to
the last addrE!ss of record, such address is the most recent
one provided 1:or the case file by the lessee with the
declared intent that all required communications be
delivered ther"e. Where a party has not 130 specified, the
appearance of a different return address on an envelope or
rental payment. check received by the Bureau of Land
Management doeis not constitute a change of the address of
record.

POSTMARK

CONSIDERED THE

DATE OF MAILING

Reasonable diligence ordinarily requires mailing the payment
sufficiently in advance of the anniversary date to account
for normal delays in the collection, transmittal, and
d~li..~=7 ~f th~ mail. Hailing a ren~al payment after it is
due does not constitute reasonable diligence. The postmark
date of a rental payment is generally considered the date of
mailing, unless there is satisfactory corroborating evidence
to support the lessees' assertion that the mailing occurred
at an earlier ,jate.

POSTAL SERVICE
PROCESSING
NOT JUSTIFIABLE
REASON FOR
LATE PAYMENT

A late payment may be justifiable if it is demonstrated that
at or near the anniversary date there existed sufficiently

extenuating ciJ:'cumstances outside the lessees' control which
affected their actions in paying the rental fee.
Unsubstantiated speculation as to errors in handling and
processing the payment by the U.s. Postal Service is not
evidence of ex1;enuating circumstances which will justify the
untimely rentaJ. payment .

==========
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January 9, 198,~ -Robert Lvon ( 78 IBLA 232 )
Oil and Gas Le,ases: Cancellation

BLM must cancel a noncompetitive oil and gas lease of
acquired lands where it is determined after lease issuance
that the lands are situated within the boundaries of an
incorporated ci1;y. Such lands are not subject to oil and
gas leasing unl:ier sec. 3 of the Mineral Leasing Act for
Acquired Lands, as amended, 30 U.S.C. 352 (Supp. V 1981).

CANCELLATION -

LEASE IMPROPERLY
ISSUED IN
INCORPORATED
CITY

~

December 30, 1983 -Frank M. Younqblood (78 IBLA 162)
oil and Gas Leases: Bona Fide Purchaser--Oil and Gas Leases:
Cancellation

CANCELLATION -

LEASE IMPROPERLY

ISSUED TO JUNIOR

OFFEROR

BONA FIDE

PURCHASER -

JUNIOR OFFEROR

AND ASS IGNEE

NOT PROTECTED

Where a noncompetitive oil and gas lease was issued to a
junior offeror who assigned his entire interest in the lease
to others prior to issuance of a lease to the senior offeror
for the same lands, the record is found not to be sufficient
to sustain the lease issuance to the junior offeror and his
assignees, whose statements appearing of record fail to
establish them to be bona fide purchasers within the meaning
of 43 CFR 3108.3{c). A hearing is ordered to permit the
making of an adequate record upon which a determination of
priority of interest may be made.

BONA FIDE
PURCHASER -

ASSIGNOR
INTEREST
NOT PROTECTED

While the interests of a bona fide purchaser may be
protected from cancellation by 30 u.s.c. 184, the interest
of an assignor who knows his title was defective is not
protected. Overriding royalty interest reserved by assignor
of lease acquired with knowledge of senior lease offer
ordered canceled.

~

October 31, 1983 -Rosita Truiillo (77 IBLA 35)
Oil and Gas Leases: Bona Fide Purchaser

BONA FIDE
PURCHASER .

NOTICE IN
CASE FILE
PRECLUDES
PROTECTION

The bona fide purchaser of an oil and gas "lease" without
notice of a defect in the assignor's title is protected by
statute from cancellation of his interest in the lease. The
purchaser of an interest in a "lease offer" cannot foreclose
the Department from properly adjudicating the lease offer.
Hence, the assignee is properly deemed to have notice of any
potential defects disclosed in the case record during
adjudication prior to lease issuance to the extent that an
administrative decision on adjudication is not final but
subject to appeal by a party adversely affected.

~
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October 19, 1~~83 -McClellan Oil COrD. ( 76 IBLA 322 )

Oil and Gas LE!ases: Reinstatement--Oil and Gas Leases:

Rentals--Oil ilnd Gas Leases: Termination

TERMINATION -

DOES NOT OCCUR

WHEN LESSEE

RELIES ON

ERRONEOUS

COURTESY NOTICE

Where an oil cmd gas lessee timely pays its annual rental in
accordance wit:h an erroneous statement issued by the Bureau
of Land ManagE!ment, absent issuance of a notice of a
deficiency as provided by 43 CFR 3108.2-1(b) the lease may
not be held to have terminated as a matter of law because of
the operation of the proviso found at 30 U.S.C. 188(b)
(1976) creating a statutory exception to the rule that
failure to pay the lease rental on the anniversary date
terminates the! lease .

October 11, 19'83 -D. M. Yates ( 76 IBLA 208 )
Oil and Gas Le!ases: Cancellation

The Secretary of the Interior has the authority to cancel
any oil and ga.s lease issued contrary to law because of the
inadvertence of his subordinates. This authority is
properly invoked to cancel a lease erroneously issued for
land which is the subject of a prior contract of sale and
which has thus been withdrawn from mineral leasing under the
terms of the Public Land Sales Act of 1964, 43 CFR 1421-1427

(1976).

CANCELLATION -

LEASE IMPROPERLY

ISSUED ON LANDS

WITHDRAWN FROM

LEASING

September 6, 1983 -Joanne F. Bechtel (76 IBLA 1)
oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Termination

TERMINATION -

LATE PAYMENT
NOT JUSTIFIABLE
DUE TO SEVERAL
EXTENUATING
FACTORS

In order for the failure to pay the annual rental for a
noncompetitive oil and gas lease to be considered
justifiable an,:i subject to reinstatement under 30 u.s.c.
188(c) (1976), it must be caused by factors outside the
lessee's contrl:>l. Where the lessee does not demonstrate
that the combi:r1ation of the start of a new school year, the
start of a new career for her husband, and the chronic
illness of her mother-in-law during the month preceding the
lease anniversj~ry date were the proximate cause of her late
rental payment, failure to pay the rental timely cannot be
considered jus1:ifiable and the lease will not be reinstated.
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H-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

August 22, 1983 -Harry c. Peterson (75 IBLA 195)
Oil and Gas Leases: Assignments or Transfers--Oil and Gas
Leases: Reinstatement--Oil and Gas Leases: Termination

TERMINATION -

HAND DELIVERY OF
RENTAL PAYMENT
AFTER DUE DATE
NOT REASONABLE
DILIGENCE

Reinstatement of an oil and gas lease terminated pursuant to
30 U.S.C. 188(c) (1976) requires a showing by the lessee
that the late payment was either justifiable or not due to a
lack of reasonable diligence. Hand deliverance of the
rental payment after the due date is not reasonable
diligence. Neither reliance on a courtesy notice nor the
failure of an assignor of an unapproved assignment to
protect the assignee's interest will justify the late

payment.

Pending approv'al of the assignment by BLM, the assignor
shall continue to be responsible for the performance of any
and all obligations under the lease. Only the lessee of
record can cla,im or request reinstatement of the lease.

REINSTATEMENT -

ONLY LESSEE IS

ELIGIBLE TO

FILE PETITION

~

September 30, 1983 -Eleanor L. M. Dubev (76 IBLA 177)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Rental--Oil and Gas Leases: Termination

REINSTATEMENT -

REASONABLE

DILIGENCE

FOR MAILING

OF PAYMENT

A lease terminated automatically for untimely payment of
annual rental may be reinstated only upon proof that
reasonable diligence was exercised, or that the failure to
make timely payment was "justifiable." In the absence of
such proof, a petition for reinstatement is properly denied.

Reasonable diligence requires mailing the rental payment
sufficiently in advance.of the anniversary date to account
for normal delays in collection, transmittal, and delivery
of the mail. Mailing the rental in Olympia, Washington,
3 days before it is due~in Anchorage, Alaska, does not
constitute reasonable diligence.

REASONABLE
DILIGENCE -

SUFFICIENTLY
IN ADVANCE
OF DUE DATE

JUSTIFIABLE
CIRCUMSTANCES
OUTSIDE LESSEE
CONTROL

A late rental payment may be justifiable if it is
demonstrated that at or near the anniversary date there
existed sufficiently extenuating circumstances outside the
lessee's control which affected her actions in paying the
rental.
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July 12, 1983 ,- D. M. Yates (74 IBLA 159)

Oil and Gas Le,3.ses: Cancellation

Ordinarily, thl~ signing of an oil and gas lease offer by the
authorized offLcer of the Bureau of Land Management is
equivalent to Lssuance of the lease and creates a binding
contract. How4~Ver, where a regulation provides that no oil
and gas lease offers will be accepted on lands withdrawn for
the protection of wildlife, and the authorized officer fails
to follow the J"egulation, such signing is not authorized and,
therefore, not binding on the Secretary.

CANCELLATION -

LEASE IMPROPERLY

ISSUED ON LANDS

WITHDRAWN FOR

PROTECTION OF

WILDLIFE

s-sss=====

May 4, 1983 -~=rest Oil & Gas CorD. (72 IBLA 370)
Oil and Gas Leclses: Reinstatement--Oil and Gas Leases:
Rentals--Oil and Gas Leases: Termination

Reinstatement of a terminated oil and gas lease pursuant to
30 u.s.c. 188(c:) (1976) requires a showing that the late
rental payment was either justifiable or not due to a lack
of reasonable diligence. Neither delay in receipt of a

courtesy billing notice nor a change in corporate offices
and personnel will ordinarily justify a late rental payment.

TERMINATION -

LATE RECEIPT OF

COURTESY NOTICE

AND OFFICE MOVE

FAIL TO JUSTIFY

LATE PAYMENT

~

April 16, 1983 -Gettv Oil Co. (72 IBLA 39)
Oil and Gas Lea.ses: Extensions--Oil and Gas Leases
Reinstatement--Oil and Gas Leases: Termination

TERMINATION -

FAILURE TO

PAY IlTH YEAR

RENTAL

Where an oil and gas lease is extended beyond its expiration
date because of diligent drilling operations, it
nevertheless terminates by operation of law upon failure to
pay annual rental for the llth year on or before the
anniversary date of the lease.
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H-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

April 6, 1983 -NP Enerqy Corp. (72 IBLA 34)
oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Termination

TERMINATION -

LATE PAYMENT NOT

JUSTIFIABLE DUE

TO UNAPPROVED

ASSIGNMENT

PENDING

A late rental payment may be justifiable if it is
demonstrated that at or near the anniversary date there
existed sufficiently extenuating circumstances outside the
lessee's control which affected his or her actions in paying
the rental fee. A late payment is not justified where there
is a pending assignment of the lease which has not been
approved by BLM and the lessee incorrectly assumes that the
assignment will have been approved by the rental due date or
where the lessee is in the process of moving its corporate
offices.

~

April 4, 1983 -Buttes Resources Co. (72 IBLA 18)

Oil and Gas Leases: Reinstatement -Oil and Gas Leases:

Rentals -Oil and Gas Leases: Termination

An oil and gas lease on which there is no well capable of
producing oil ~r gas in paying quantities automatically
terminates if 'the lessee fails to pay the annual rental on
or before the anniversary date. The date of receipt of the
rental and not the date of mailing controls in determining
whether rental on an oil and gas lease was paid timely. A
terminated lease may be reinstated under 30 U.S.C. 188(c)
(1976) only if the failure to pay the rental timely was
either justifi,able or not due to a lack of reasonable
diligence on t:t1e part of the lessee .

TERMINATION -

DATE OF RECEIPT
OF PAYMENT IS
CONTROLLING
RATHER THAN
DATE OF MAILING

REINSTATEMENT

REASONABLE

DILIGENCE

FOR MAILING

OF PAYMENT

Reasonable dili-gence normally requires sending the rental
payment suffici-ently in advance of the due date to account
for normal delays in the collection, transmittal, and
delivery of thle payment. Mailing a rental payment from
Dallas, Texas, to Billings, Montana, 2 days before it is due
does not const.i-tute reasonable diligence.

TERMINATION -

IMPROPER

ADDRESS NOT

JUSTIFIABLE

REASON FOR

DELAY OF RENT

PAYMENT

For late payment of an oil and gas lease rental to be
justifiabLe, fiictors beyond the control of the lessee must
have arisen wh:Lch prevented the lessee from meeting the
objective reasc)nable diligence test. Delay in payment
resulting from improperly addressing an envelope does not
justify late piiyment within the meaning of 30 tJ.S.C. 188(c)

(1976).

~
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March 29, 198:3 -Joseph F. Broda ( 71 IBLA 390 )

oil and Gag L~~ases: Reinstatement--Oil and Gas Leases:

Rentals--Oil and Gas Leases: Termination

The Secretary may reinstate a lease terminated by operation
of law for fa;~lure to pay on or before the anniversary date
the full amount of rental due where it is shown to the
satisfaction of the Secretary that such failure was either
justifiable 0]:' not due to a lack of reasonable diligence on
the part of the lessee, 30 U.S.C. 188(c) (1976). Reasonable

diligence no~lally requires sending or delivering payments
sufficiently j.n advance of the anniversary date to account
for normal deJ.ays in the collection, transmittal, and
delivery of the payment, 43 CFR 3108.2-1(c)(2).

TERMINATION -

LATE PAYMENT

Mailing or de].ivering the payment after it is due does not
meet this re~lirement. The fact that appellant's computer
system was "dawn" does not justify late payment.

COMPUTER SYSTEM
FAILURE NOT
JUSTIFIABLE FOR
LATE PAYMENT

~

March 22, 1983 -Bryan Colley (71 IBLA 299)
oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Rentals

Reasonable diligence requires mailing the rental payment

sufficientlv in advance of the anniverg~rv n~~A +-,., ~'.".".'11.'+--~ ---~ ~ for normal delays in collection, transmittal, and delivery

of the mail. Mailing the rental by Special Delivery Mail in

New York 2 days before it was due in Billings, Montana, is

considered to constitute reasonable diligence.

REASONABLE
DILIGENCE IS
USE OF SPECIAL
DELIVERY MAIL

March 28, 1983 -Tenneco Oil Co. (71 IBLA 339)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Termination

Untimely payme[1t of the annual rental may be justified if
proximately ca'~sed by extenuating circumstances outside the
lessee's contrl:>l which occurred at or near the anniversary
date of the le,ase. Breakdowns in a lessee's procedures for
handling rental payments resulting from internal changes in
its operations do not establish justification for a late
rental payment.

TERMINATION -

CHANGE IN OFFICE

PROCEDURES FAILS

TO JUSTIFY

LATE PAYMENT
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71 IBLA 331)March 24, 1983 -Eneraetics. Inc.

Oil and Gas LecLSes: Reinstatement

TERMINATION -

USE OF INCORRECT
ADDRESS NOT
REASONABLE
DILIGENCE
FOR RECEIPT OF
PAYMENT AFTER
DUE DATE

Under 30 U.S.C. 188(c) (1976), a lease terminated
automatically j:or untimely payment of annual rental may be
reinstated onlJr upon proof that the failure to pay the
rental timely ~las justifiable or not due to a lack of
reasonable dilj.gence. Where the lessee has notice of the
address of the proper office for making payment, the use of
an incorrect address is not justified. A lessee has not
been reasonabl)r diligent where it twice sends payment using
the incorrect address even though mailed before the due date,
when the correc:tly addressed payment is not mailed until
after the due date.

February 4, 1983 -Bernard Kosik (70 IBLA 373)
Oil and Gas Leclses: Bona Fide Purchaser--Oil and Gas Lease6:
Cancellation

A bona fide puJ:-chaser must have acquired his interest in
good faith, foJ:- valuable consideration, and without notice
of a violation of Departmental regulation. The protection
of a bona fide purchaser of an oil and gas lease applies
only where conuideration has been paid before notice of
cancellation oj: the lease has been received by the lessor
and has become part of BLM's records.

BONA FIDE
PURCHASER -

PROTECTION

January II, 191~3 -Deck Oil Co. (
Oil and Gas LeciSes: Reinstatement

70 IBLA 97)

TERMINATION -

EMPLOYEE LACK
OF KNOWLEDGE OF
TIME CONSTRAINTS
NOT REASONABLE
DILIGENCE

For delay in s\lbmission of an oil and gas lease rental
payment to be :justifiable, factors outside the control of
the lessee mus1: have arisen which prevented the lessee from
meeting the ob:jective reasonable diligence test. Late
payment is not justified where an employee of lessee did not
understand the time constraints governing the time for

payment.
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December 21, :l982 -Gulf Oil Cor~. (69 IBLA 263)

Oil and Gas L,aases: Reinstatement--Oil and Gas Leases:

Termination

TERMINATION .

LATE PAYMENT

DUE TO RENT

SENT TO

WRONG OFFICE

A late rental payment may be justifiable if it is
demonstrated 1:hat at or near the anniversary date there
existed suffic:iently extenuating circumstances outside the
lessee's contJ~ol which affected its actions in paying the
rental fee. Jrn accidental deviation in a lessee's normal
payment procedure which results in payment being misdirected
to the wrong Bureau of Land Management office is not a
circumstance outside the lessee's control.

November 29, J.982 -Donald L. Darrow (69 IBLA 62)
oil and Gas LE!ases: Reinstatement--Oil and Gas Leases:
Termination

Reasonable dil.igence normally requires sending the payment
sufficiently in advance of the due date to account for
normal delays in the collection, transmittal, and delivery
of the payment. Mailing a rental payment the day it is due
does not constitute reasonable diligence.

TERMINATION -

LATE PAYMENT

Untimely payment of the annual rental may be justified if
proximately caused by extenuating circumstances outside the
lessee's control which occurred at or near the anniversary
da~e of the lease. The fact that appellant "commutes" to
his place of business in California from his home in
Illinois, does not justify late payment.

COMMUTING

DISTANCE BETWEEN

HOME AND WORK

NOT JUSTIFIABLE

REASON FOR

LATE PAYMENT

November 24, 1982 -Fortune Oil Co. (69 IBLA 13)
Oil and Gas Leases: Bona Fide Purchaser--Oil and Gas Leases:
Cancellation

CANCELLATION -

LEASE IMPROPERLY

ISSUED ON LANDS

IN EXISTING

LEASE; NO BONA

FIDE PURCHASER

PROTECTION

Where an oil and gas lease has inadvertently been issued for
land that was the subject of a then current lease in good
standing, the later lease is properly canceled to the extent
that it confli,::ts with the earlier lease notwithstanding the
fact that the later lease has been assigned to parties
claiming bona fide purchaser status. An assignee can stand
in no better position than the assignor.

~
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November 4, 1982 -Richard c. Hubbard (68 IBLA 170)
Oil and Gas Leases: Termination

Reliance upon receiving a courtesy billing notice before the

due date can neither prevent the lease from terminating by

operation of law nor serve to justify a failure to pay the

full lease rental in a timely manner.

TERMINATION -

FAILURE TO
RECEIVE COURTESY
NOTICE

September 24, 1982 -Peter R. Buehler (67 IBLA 242)
Oil and Gas Leases: Reinstatement

TERMINATION -

CANNOT RELY ON

COURTESY NOTICE

NOT RECEIVED OR

BLM EMPLOYEE

ERRONEOUS ADVICE

,f

A terminated oil and gas lease may be reinstated only if the
failure t9 make timely payment was either justifiable, ~,
due to events outside the lessee's control, or not due to a
lack of reasonable diligence. Reasonable diligence
generally requires sending the payment sufficiently in
advance of the due date to account for normal delays in the
collection, transmittal, and delivery of the payment.
Mailing the rental after it was due does not constitute
reasonable diligence. Late payment is not justified by the
fact that the lessee did not receive a courtesy notice from
the BLM, or the fact that he received erroneous advice from
BLM employees.

September 9, 1982 -Kristie R. Cobb (67 IBLA 59)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Rentals--Oil and Gas Leases: Termination

TERMINATION -

NON-NEGOTIABLE
CHECK

A check which is negotiable by a party other than the BLM
does not constitute timely payment of lease rental, even if
received prior to the anniversary date of the lease.

SUBSTITUTE

RENT PAYMENT

RECEIVED LATE

Where the BLM returns on the fourth working day following
receipt an oil and gas lease rental check which is not
negotiable by it, it has acted with reasonable dispatch, and
the lease terminates automatically by law when a substitute
check is not received until after the anniversary date.

An oil and gas lease terminated automatically for untimely
payment of rental may be reinstated upon proof that
reasonable diligence was exercised. Mailing payment to the
BLM after it is due does not constitute reasonable diligence

(continued)
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TERMINATION -

LATE PAYMENT

DUE TO ORIGINAL

NON-NEGOTIABLE

CHECK NOT A

JUSTIFIABLE

REASON FOR

LATE PAYMENT

A late rental payment may be justifiable if it is
demonstrated that at or near the anniversary date there
existed sufficiently extenuating circumstances outside the
lessee's control which affected its actions in paying the
rental fee. Inadvertently sending, prior to the
anniversary d,ate, a rental check which is not negotiable by
the BLM is not. a circumstance outside the control of the
lessee and doles not justify a subsequent late payment of
rental.

September 8, 1982 -Zions First National Bank (67 IBLA 43)
Oil and Gas LI~ases: Reinstatement--Oil and Gas Leases:
Termination

TERMINATION -

PROBATE LAWSUIT

CONFUSION NOT

JUSTIFIABLE
REASON FOR

LATE PAYMENT

A late rental payment may be justifiable if it is
demonstrated t:hat at or near the anniversary date there
existed suffic:iently extenuating circumstances outside the
lessee's contl~ol which affected its actions in paying the
rental fee. 'J~he breakdown of a system for payment of lease
rentals allegE!dly because of confusion attributed to a
probate lawsuj.t is not a sufficiently extenuating
circumstance outside the lessee's control to justify late

payment.

July 20, 1982 -Victory Land and Exploration Co. (65 IBLA 373)
oil and Gas Le~ases: Reinstatement

Where a proposed assignment of an oil and gas lease has not REINSTATEMENT -

been approved by BLM and the lease has automatically POTENTIAL
terminated by operation of law for failure to pay rental ASSIGNEE CANNOT
timely, only the original lessee as the holder of record of FILE PETITION
the lease, and not the potential assignee, may petition to
have the lease reinstated on the grounds that reasonable
diligence was exercised or that the late payment was justified.

~
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June 23, 1982 -Richard w, Eckels (On Reconsideration)

(65 IBLA 76)

oil and Gas LE~ases: Bona Fide Purchaser

BONA FIDE
PURCHASER -

PROTECTION
BARRED BY
RECEIPT OF
NOTICE BY
PURCHASER

The protection afforded a bona fide purchaser of an oil and
gas lease appJ.ies only where consideration has been paid.
An unperformed obligation to pay the assignor is not
generally sufj:icient value. Receipt by the purchaser of
notice that a lease is subject to cancellation prior to
payment of the! obligation to the assignor which the
purchaser has assumed will bar bona fide purchaser status
even if the aelsignee thereafter pays the obligation.

June 17, 1982 -Trend Resources Limited (64 IBLA 383)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Rentals

TERMINATION -

COMPUTER FAILURE

DISCOVERED AFTER

DUE DATE NOT

JUSTIFIABLE

REASON FOR

LATE PAYMENT

An oil and gas lease terminated by operation of law for
failure to pay timely the advance rentals can be reinstated
only when the lessee shows that his failure to pay the
rental on or prior to the anniversary date was justifiable
or not due to a lack of reasonable diligence. Reasonable
diligence is not shown where a computer failure to make
timely payment by Feb. 1 is discovered on or about Feb. 16;
a check is not subsequently mailed until Feb. 25; and
payment is not actually received by ELM until Mar. 1.

~

June 2, 1982 -Alminex U.S.A.. Inc. (64 IBLA 274)

Oil and Gas Le,~ses: Reinstatement

TERMINATION -

FAILURE TO
RECEIVE COURTESY

NOTICE AND
ASSIGNMENT FORMS

TO TRANSFER

LEASE NOT

JUSTIFIABLE FOR

LATE PAYMENT

For delay in s11bmission of an oil and gas lease rental
payment to be :justifiable, factors outside the control of
the lessee musi:. have arisen which prevented the lessee from
meeting the ob:jective reasonable diligence test. Late
payment is not justified by failure to receive a courtesy
notice of rental due or by a delay in receiving assignment
forms which prE!vented shifting the responsibility for lease
payment prior 1:0 the anniversary date.

,A/
~~

~
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April 23, 1982 -Gulf Oil Carp. (63 IBLA 296)
oil and Gas Leases: Reinstatement

The lessee of an oil and gas lease issued after Sept. 2,
1960, that has reached the end of its primary term must
submit the rental for the first year of an anticipated
extended term under 30 U.S.C. 226(e) (1976) on or before
the regular anniversary date of the lease. Failure to
submit the rental timely results in the automatic
termination of the lease by operation of law under
30 U.S.C. 188(b) (1976).

REINSTATEMENT -

LEASES ISSUED

AFTER SEPT. 2,

1960, NEED

TIMELY PAYMENT

OF 6TH/11TH YEAR

RENT TO CONTINUE

OPERATIONS

The discretionary authority granted to the Secretary of the
Interior by 31J U.S.C. 188(d) (1976) to reinstate oil and gas
leases termin.3.ted for failure to pay rental timely, which
leases are elLgible for extensions under 30 U.S.C. 226(e)
(1976) becaus.~ drilling operations commenced prior to the
end of the te::-m of the lease and were being diligently
prosecuted at that time, applies only to oil and gas leases
issued before Sept. 2, 1960. An oil and gas lease issued
after that da1:e, which has terminated for failure to pay
rental timely " can be reinstated only under the provisions
of 30 U.S.C. :l88(c) (1976) .

REINSTATEMENT -

DISCRETIONARY

FOR LEASES

ISSUED BEFORE

SEPT. 2, 1960,
WHEN DRILLING

COMMENCED OVER

EXPIRATION DATE

April 22, 198=! -Martin Exploration Manaqement CorP.

(63 IBLA 287)
Oil ~nd G~R T,A~RA~~ ~~in~~~~~~~nt--Qil ~nd G~~ L~~~~~=

Rentals--Regu].ations: Generally

TERMINATION -

INCORRECT

MAILING ADDRESS

FOR PAYMENT NOT

JUSTIFIABLE FOR

LATE PAYMENT

In order for t:he failure to pay oil and gas lease rental
timely to be c:onsidered justifiable, generally it must be
caused by fact:ors outside the lessee's control, which were
the proximate cause of the failure. A lessee's ignorance of
BLM's correct address, resulting in the return to him of the
incorrectly acldressed payment envelope, is not a
justifiable e)C'cuse.

PERSONS DEALING

WITH GOVERNMENT

PRESUMED TO KNOW

REQUIREMENTS

All persons de,aling with the Government are presumed to have
knowledge of d.uly promulgated rules and regulations,
regardless of their actual knowledge of what is contained in

such regulations.

Rel.3-301
1/27/95

BLM MANUAL

Supersedes Rel. 3-119
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H-3:108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

March 16, 1982 -Ervin Staacke et al. (62 IBLA 278)
January 28, 1982 -James Koch et al. (61 IBLA 235)
Oil and Gas Leases: Bona Fide Purchaser--Oil and Gas Leases:
Cancellation

BONA FIDE
PURCHASER -

PROTECTION

An assignee of a Federal oil and gas lease who qualifies as
a bona fide purchaser is protected from cancellation or
forfeiture of his interests notwithstanding the violation by
his assignor, the first drawee in the simultaneous oil and
gas lease drawing, of regulations concerning undisclosed
parties in interest. 30 U.S.C. 1B4(h)(2) (1976); 43 CFR
3102.1-2.

BONA FIDE
PURCHASER .

DEFINITION

"Bona fide purchaser." A bona fide purchaser of an interest
in a Federal ,:>il and gas lease must have acquired his
interest in good faith, for valuable consideration, and
without notic,e of violation of Departmental regulations.
Assignees are deemed to have constructive knowledge of all
BLM records pt~rtaining to the lease at the time of

assignment.

CANCELLATION -

OVERRIDING

ROYALTY INTEREST

VOIDABLE AND

NOT UNDER

BONA FIDE

PURCHASER

PROTECTION

An overriding royalty interest retained by a lessee after he
has assigned 1:he lease to a bona fide purchaser is voidable
and subject to cancellation where it is revealed that the
lessee's origjLnal lease offer failed to disclose the
existence of clnother party in interest in the offer. Any
overriding ro~'alties which the lessee assigned to the other
party in inte%~est are also properly subject to cancellation
as this party is not a bona fide purchaser thereof, having
had actual knowledge of the defect in the lease. BLM must
sell such canc:eled overriding royalty interests as provided
in 30 U.S.C. J.84(h) (1976) and 43 CFR 3102.1-2(b).

~

March 4, 1982 -J. M. Dunbar. A. G. Andrikopoulos
(62 IBLA 119)
oil and Gas Le!ases: Bona Fide Purchaser--Oil and Gas
Leases: Relinquishments

Where a lessee! relinquishes an oil and gas lease, he is
exercising a I:'ight given by the Mineral Leasing Act, and BLM
may not interfere. The relinquishment is effective as of
the day it is filed, notwithstanding that prospective
assignees of a,n interest in the lease may object.

(continued)

RELINQUISHMENT .

RIGHT OF LAW

THAT BLM CANNOT

INTERFERE

Rel .3-301

1/27/95

B LM MANU AL

supersedes Rel. 3-119
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B-3108-1 -RBLINQUISBMKNTS, TERMINATIONS, AND CANCELLATIONS

BONA FIDE
PURCHASER -

INTEREST NOT

PROTECTED

Where an oil and gas lessee has assigned an interest to a
party which is assertedly a bona fide purchaser, and where
the lessee subelequently relinquishes his lease interest as
part of a guilt:y plea agreement in a Federal criminal
proceeding in ~rhich he is charged with illegally
manipulating the noncompetitive lease sale system, the
assignee's inte!rest is not preserved by the bona fide
purchaser provj.sions, which do not protect any purchasers of
lease interest el from destruction by the relinquishment or

compelled dispclsition of the underlying lease by the lessee.

==========

February 25, 19182 -David E. Coolev. Jr. (62 IBLA 87)
Oil and Gas Lea.ses: Reinstatement

TERMINATION -

LATE PAYMENT

CAUSED BY

MISPLACED OFFICE

RECORDS NOT

JUSTIFIABLE FOR
LATE PAYMENT

For delay in submission of an oil and gas lease rental
payment to be justifiable, factors outside the control of
the lessee must have arisen which prevented the lessee from
meeting the objective reasonable diligence test. Late
payment is not justified by lessee's inadvertent
misplacement of office records during the changeover in his
office location.

February 23, 1982 -James M. Chudnow (62 IBLA 13)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
.rermination

Untimely payment of the annual rental may be justified if
proximately caused by extenuating circumstances outside the
lessee's control which occurred at or near the anniversary
date of the leaseo Neither ignorance of the law nor a
business or pleasure trip justifies late payment.

TERMINATION -

IGNORANCE OF LAW
AND TRIP NOT

JUSTIFIABLE FOR
LATE PAYMENT

February 2, 1982 -Thomas H. Wilson (61 IBLA 287)
oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Termination

A late rental p.ayment may be justifiable if it is
demonstrated thiat at or near the anniversary date there
existed sufficiently extenuating circumstances outside the
lessee's contro:l. which affected his actions in paying the
rental fee. The fact that lessee's employee, responsible
for submitting 1:he rental payment, was home 1 day with his
ill wife and wal~ overburdened with extraordinary business
matters, does not justify reinstatement.

TERMINATION -

FAMILY ILLNESS

OF EMPLOYEE AND

OVERBURDEN OF

BUSINESS MATTERS

NOT JUSTIFIABLE

REASON FOR LATE

RENTAL PAYMENT

Rel. 3-301

1/27/95
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8-3].08-1 -RELINQUISHMENTS, TERKINATIONS, AND CANCELLATIONS

January 28, 1'~82 -Gettv Oil Co. ( 61 IBLA 226 )

Oil and Gas L.~ases: Reinstatement--Oil and Gas Leases:

Rentals--Oil and Gas Leases: Termination

TERMINATION -

FAILURE TO PAY

RENTAL INCREASE

NOT JUSTIFIABLE

REASON FOR

FAILURE TO PAY

SUFFICIENT

LEASE RENTAL

BY DUE DATE

A late rental payment may be justifiable if it is
demonstrated 1:hat at or near the anniversary date there
existed suffi(:iently extenuating circwnstances outside the
lessee's contJ:"ol which affected his or her actions in paying
the rental fet!. Where a lessee asserts a lack of knowledge
of a rental increase as justification for its failure to pay
timely the fu:Ll amount of the rental, the lease will not be
reinstated if the record supports a finding that the lessee
had knowledge of the increase approximately 6 weeks, prior to
the anniversaJ:"y date of the lease.

December la, :L9al -Ruth Eloise Brown (60 IBLA 328)

Oil and Gas LE!aSes: Reinstatement

TERMINATION -

ILLNESS MUST BE
DEMONSTRATED TO
BE CAUSATIVE
FACTOR FOR
LATE PAYMENT

For delay in submission of an oil and gas lease rental
payment to be justifiable, factors outside the control of
the lessee muflt have arisen which prevented the lessee from
meeting the objective reasonable diligence test. Late
payment is not: justified by failure to receive a courtesy
notice of rent:al due. Late payment is not justified by
illness or other reasons, unless a lessee demonstrates that
they were cauflative factors for delay in immediate proximity
to the anniversary date of the lease.

~

November 30, J.981 -Max w. Youna (60 IBLA 224)

Oil and Gas LE!aSes: Reinstatement--Oil and Gas Leases:

Rentals--Oil cLnd Gas Leases: Termination

Where the date! marked on an envelope by a private postage
meter conflict:s with the postmark made by a United States
post office, t.he U.S. postmark will be deemed the date of
mailing in thE~ absence of satisfactory corroborating
evidence that the mailing occurred earlier. Mailing a
rental payment. the afternoon of the day due does not
constitute re!,sonable diligence.

TERMINATION -

PRIVATE POSTAGE
METER DATE
CONFLICTS WITH
POSTAL SERVICE
POSTMARK DATE

~
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B-31o18-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

November 24, 1'381 -Robert L. Wriaht. Shell Oil Co.
(60 IBLA 142)
Oil and Gas Lei!ses: Rentals--Oil and Gas Leases:
Termination--Notice: Generally--Oil and Gas Leases: KGS

An oil and gas lease on which there is no well capable of
production tenninates automatically by operation of law if
the lessee payl; only part of the annual rental due on or
before the ann;Lversary date of the lease, and if the
deficiency in 1:his payment was not nominal and did not
result from an;r incorrect information in a rental bill or
decision.

TERMINATION -

FAILURE TO PAY

FULL RENTAL

AMOUNT UPON

RENTAL INCREASE

SENT BY NOTICE

BLM has satisf:Led its burden of giving notice of the
inclusion of ll~ased lands in a KGS and of the concomitant
increase in annual rental to $2 per acre or fraction thereof
when it notifil~s the lessees of record, regardless of its
failure to not:Lfy the holder of operating rights under the
lease.

~

November 16, 1~181 -Petrolero Coru. (60 IBLA 21)

oil and Gas Leclses: Reinstatement--Oil and Gas Leases:

Rentals

TERMINATION -

COT-TF-TESY MOTICE
SENT BY EMPLOYEE
TO ASSIGNEE
NOT JUSTIFIABLE
REASON FOR
LATE PAYMENT

An oil and gas lease terminated by operation of law for
failure to pay the advance rental on or before the
anniversary dat;e may be reinstated only upon a showing that
the failure to pay on time was either justifiable or not due
to lack of reaelonable diligence. The fact that appellant's
employee mista~:enly sent the courtesy notice to a
corporation whj.ch was the assignee for part of the lease
does not justif'y late payment.

November 9, 19S:1 -Dome Petroleum Cort). (59 IBLA 370)

oil and Gas Lea.ses: Reinstatement--Oil and Gas Leases:

Termination

TERMINATION -

DUTIES OF ILL
EMPLOYEE ASSUMED
BY ANOTHER
EMPLOYEE WITH
FAILURE TO PAY
RENTAL TIMELY
NOT JUSTIFIABLE
REASON

A late rental payment may be justifiable if it is
demonstrated th.at at or near the anniversary date there
existed sufficiently extenuating circumstances outside the
lessee's control which affected its actions in paying the
rental fee. However, where the lessee has entrusted payment
to an employee who is hospitalized because of an injury, and
another employee who assumes the injured employee's
responsibilities fails to make timely payment, the injury of
the employee is not the proximate cause of the late payment.

Rel.3-301
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H-31IJ8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

September 16, 1981 -York Associates. Ltd. (58 IBLA 25)
Oil and Gas Leases: Bona Fide Purchaeer--Oi1 and Gas Leases:
Cancellation

BONA FIDE
PURCHASER -

SENIOR OFFER
REVEALED BY
PLAT RECORDS
PROVIDES NO
PROTECTION TO
ASSIGNEE

Where, at the time of an assignment of an oil and gas lease,
BLH's oil and gas status plat reveals that the leased lands
are subject to a senior, and therefore superior, oil and gas
lease offer, the assignee of the lease is not a bona fide
purchaser, for it is imputed to have knowledge of BLH's
records which contained information adequate to raise doubt
that the assigned lease was validly issued.

a=-=======

July 22, 1981 -David Burr et al. (56 IBLA 225)
oil and Gas Leases: Bona Fide Purchaser

BONA FIDE
PURCHASER .

PROTECTION

An assignee of a Federal oil and gas lease who qualifies as
a bona fide purchaser, is protected from cancellation or
forfeiture of his interests notwithstanding the violation by
his assignor, the first drawee in the simultaneous oil and
gas lease drawing, of regulations concerning undisclosed
parties in interest. 30 U.S.C. 184(h)(2) (1976); 43 CFR
3102.1-2.

BONA FIDE
PURCHASER .

DEFINITION

"Bona fide purchaser." A bona fide purchaser of an interest
in a Federal oil and gas lease must have acquired his
interest in good faith, for valuable consideration, and
without notice of violation of Departmental regulations.
Assignees are deemed to have constructive knowledge of all
BLM records pertaining to the lease at the time of

assignment.

In the absence of evidence of actual knowledge that a lease
offer was made in violation of the regulations, reliance by
an assignee of the lease on the Bureau of Land Management
decision to issue the lease is not unreasonable and will
support assignee's claim of bona fide purchaser status where
there is no pending inquiry, protest, or appeal proceeding.

BONA FIDE

PURCHASER -

RELIANCE ON

BLM RECORDS

PROVIDES

PROTECTION

~

July 8, 1981 -Michael Morrisroe. Jr. (56 IBLA 49)
Oil and Gas Leases: Reinstatement

Absence from the country at the time payment is due on a
lease does not justify late payment of the rental. Early
payment or oth,er arrangements could be made to ensure
timely payment .

TERMINATION -

LATE PAYMENT NOT

JUSTIFIABLE DUE

TO ABSENCE FROM

COUNTRY

~
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H-31'08-1 -RKLIBO.UISHHEHTS, TERMINATIONS, AND CANCELLATIONS

June 30, 1981 -International Resource Enterprises, Inc.
(55 IBLA 386)
Oil and Gas Le!ases: Reinstatement--Oil and Gas Leases:
Termination

TERMINATION -

OVERBURDENED

ACCOUNTANT NOT

JUSTIFIABLE

REASON FOR

LATE PAYMENT

A late rental payment may be justifiable if it is
demonstrated that at or near the anniversary date there
existed sufficiently extenuating circumstances outside the
lessee's control which affected his or her actions in paying
the rental fee. The fact that a lessee's accountant,
responsible for submitting the rental payment is
overburdened 'N'ith work will not justify reinstatement.

==========

April 28, 1981 -Wilbur G. Desens et al. (54 IBLA 271)

BONA FIDE
PURCHASER -

INDICATION IN

BLM RECORDS OF

NO DEFECT NOR

PROTEST PROVIDES

PROTECTION TO

ASSIGNEE

A party which purchases a first-drawn simultaneous
noncompetitive DEC lease offer is a bona fide purchaser of
this interest where, at the time it agreed to purchase the
offer, BLM's case records contained nothing to indicate that
the offer was defective or that a protest against the offer
was ongoing or in prospect; and where, at the time the
purchaser cons'ummated the agreement by payment of
consideration for the offer, these records showed that BLM
had proceeded 'to issue the lease, thus indicating that there
was no detect ion the offer, provided that the purchaser had
no actual knowledge of any defect in the offer.

An overriding royalty interest retained by a lessee after he
has assigned tJ:le lease to a bona fide purchaser is voidable
and properly cilnceled where it is revealed that the lessee's
original lease offer failed to disclose the existence of
another party :Ln interest in the offer. Anyoverriding
royalties which the lessee assigned to the other party in
interest are a:Lso properly canceled, as this party is not a
bona fide purchaser thereof, having had actual knowledge of
the defect in t:he lease. BLM should, on remand, sell these
canceled overr;Lding royalty interests as provided in
30 U.S.C. 184(h) (1976) and 43 CFR 3102.1-2(b).

CANCELLATION -

OVERRIDING

ROYALTY INTEREST

VOIDABLE AND

NOT UNDER

BONA FIDE

PURCHASER

PROTECTION

A "remote purchaser," that is, one who purchases an oil and

gas lease inteI~est from a bona fide purchaser, is protected

just as is the latter.

REMOTE PURCHASER

PROTECTION

Rel. 3-301
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H-31IQS-l -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

April 10, 1981 -Frederick J. Schlicher (54 IBLA 61
Oil and Gas Leases: Bona Fide Purchaser

BONA FIDE
PURCHASER -

EFFECTIVE DATE
BETWEEN ASSIGNEE
AND ASSIGNOR IS
CONDITION FOR
PROTECTION

Under 30 U.S.C'. 184(h) (1976), the determination whether an
assignee of an oil and gas lease is a bona fide purchaser
must be based on the circumstances existing on the date the
assignment is effective between the lessee of record and the
assignee. An assignee is not required to file the
assignment with BLM for approval as a condition of bona fide
purchaser status.

~

March 26, 1981 -Mary A. Barnett (53 IBLA 328)
Oil and Gas Leases: Reinstaternent--Oil and Gas Leases:
Rentals

Reasonable diligence-normally requires sending the payment
sufficiently in advance of the due date to account for
normal delays in the collection, transmittal, and delivery
of the payment. When the lessee makes a sufficient showing
that rental payment for an oil and gas lease was mailed 15
days before the date it is due, the lease will be reinstated
because the late filing was not due to a lack of reasonable

diligence.

REINSTATEMENT
REASONABLE
DILIGENCE BY
SUFFICIENT
SHOWING OF
TIMELY
TRANSMITTAL

~

March 12, 1981 -Jack J. Grvnbera (53 IBLA 165)
Administrative Authority: Estoppel--Estoppel--Federal
Employees and Officers: Authority to Bind Government--Oi1
and Gas Leases: Reinstatement--Oi1 and Gas Leases:
Rentals--Oil arld Gas Leases: Termination

An oil and gas lease is properly declared to have terminated
automatically for nonpayment of rental because, although the
lessee claims 'to have mailed timely the rental together with
other payments which were received, the rental check cannot
be found.

TERMINATION -

MAILED PAYMENT
LOST

ERRONEOUS

ACCEPTANCE OF

RENT PAYMENT A

YEAR LATER DOES

NOT PREVENT

TERMINATION

The Department has no authority to reinstate an oil and gas
lease which hal~ terminated by operation of law unless the
payment is rect!ived within 20 days after the date of
termination. 'l'he erroneous acceptance of rental payment a
year later cannot create such authority nor estop the
Government frorn regarding the lease as having terminated.

~

Rel. 3-301
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H-31ID8-1 -RELINQUISmmHTS. TERKINATIONS. AND CANCELLATIONS

February 3, 1981 -Enerqetics. Inc. (52 IBLA 236)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Termination

TERMINATION -

MAILED TO
WRONG OFFICE

An oil and gas lease, terminated by operation of law for
failure to timely pay the annual rental, will not be
reinstated where the lessee mailed the rental payment to the
wrong BLH office, where that office returned the payment in
sufficient time for lessee to make timely payment in the
proper office, but where the lessee failed to do so.

~

January 13, 1981 -Elizabeth A. Christensen (52 IBLA 113)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Termination

TERMINA'rION -

POSTAL SERVICE

MAIL PROCESSING

ERRORS NOT

JUSTIFIABLE

REASON FOR

LATE PAYMENT

Untimely payme[lt of the annual rental may be justified if
proximately ca1ilsed by extenuating circumstances outside the
lessee's contrl:)l which occurred at or near the anniversary
date of the le,~se. Speculation as to errors in post office
mail processinc3' does not constitute such extenuating
circumstances i~S to make untimely payment of annual rental

justified.

January 12, 1981 -Stan F. Waliszek (52 IBLA 101)
Oi.l and Gas Leclses: Reinstatement

TERMINATION -

FAILURE TO

CORROBORATE

TIMELY MAILING

IN ADVANCE OF

DUE DATE

The burden of proving that reasonable diligence was
exercised or the lack of diligence was justified rests on
the lessee. Where a lessee states that he mailed the
rental payment to the proper BLM office well in advance of
the due date b\;lt presents.no corroborating evidence of the
attempted payment, an oil; and gas lease reinstatement
petition is properly denied.

~

January 6, 1981 -Husky oil Co.. Pan Eastern Exploration Co.
(52 IBLA 41)
Oil and Gas Leases: Bona Fide Purchaser--Oil and Gas Leases:
Cancellation

Where an oil and gas lease has inadvertently been issued for
land, which was the subject of a then current lease in good
standing and the newly issued lease is properly canceled,
there is no authority to refund to assignees the purchase
price paid for the lease or to issue to them an oil and gas
lease on Federal land in value equal thereto.

==========

BONA FIDE
PURCHASER -

NO PROTECTION

TO ASSIGNEE

FOR IMPROPERLY

ISSUED LEASE

Rel. 3-301
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H-3108-1 -RELINQUISHKENTS, ~HATIONS, AND CANCELLATIONS

December 29, :L980 -Virail T. Hartauist (51 IBLA 356)
Oil and Gas LE!ases: Termination--Oil and Gas Leases:
Reinstatement

TERMINATION -

ACREAGE CHANGE

Untimely paymE~nt of the annual rental may be justified if
proximately ccLused by extenuating circumstances outside the
lessee's contl~ol which occurred at or near the anniversary
date of the le~ase. No justifiable excuse arises where a
discrepancy afl to total acreage exists between the parcel
listing and le!ase, BLM notifies the lessee at his address of
record of the correct amount and the notice is returned as
not deliverabJ.e, and the lessee, relying on the advice of
his leasing sE!rvice and landman, submits the incorrect
amount.

~

July 28, 1980 -Rose M. Keecrel (49 IBLA 106)
Accounts: Pal~ents--Oil and Gas Leases: Rentals--Payments:

Generally

TERMINATION -

TENDER OF RENTAL

PAYMENT DOES NOT

OCCUR UNTIL

PAYMENT RECEIVED

Placing a chec:k for annual rental for oil and gas leases in
the mails do eEl not constitute "payment" of annual rental.
Rather, the lE!ssee must cause the rental to be received by
the office adrrlinistering her leases, and, until such time as
it is receivedl, no "payment" of annual rental has occurred.
Placing a chec'k for annual rental for oil and gas lease in
the mails does: not constitute a tender of payment of annual
rental within the meaning of 43 CFR 3108.2-1(c). Rather, a
lessee makes a: tender of payment only when she submits
payment to the, BLM office administering her leases and when
BLM has the opportunity either to receive or decline it.

~

June 26, 1980 -David Faskin (48 IBLA 258)
Oil and Gas Leases: Rentals--Oil and Gas Leases: Termination

TERMINATION -

PAYMENT MORE

THAN NOMINALLY

DEFICIENT

A delay by B~: in notifying an oil and gas lessee that his
lease has terDlinated because he has failed to pay all of the
rental due on or before the anniversary date of the lease
does not extend the viability of the lease in order to allow
him to pay the balance of the rental, as the lease had
already terminated automaticallv by operation of law,
without any administrative act, deed, or decision.

~
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B-31C18-1 -RKLINQUISmmNTS, TERMINATIONS, AND CANCELLATIONS

June 9, 1980, .-POI Enerav. Inc. (48 IBLA 197)
Oil and Gas Lei3.Ses: Reinstatement

REINSTATEMENT -

REASONABLE

DILIGENCE

EXERCISED

A lessee whose oil and gas leases terminated by operation of
law for failurl~ to pay rental timely may be found to have
exercised "real3onable diligence" in mailing the rental
payments on Oc1:ober 29 when they were due on Nov. 1, and the
leases should 1:herefore be granted reinstatement.

~

May 27, 1980 -Deane A. Dunham (48 IBLA 7)
Oil and Gas Le.1Ses: Reinstatement--Oil and Gas Leases:
Rentals--Oil and Gas Leases: Termination

TERMINATION -

UNCOLLECTIBLE
PAYMENT

An oil and gas lease terminated automatically by operation
of law for fai:Lure to pay rental timely when the rental

check, although timely received by the appropriate BLM
office, is not honored by the bank upon which it is drawn,
when presented for payment. Where a lessee submits his
rental check t;Lmely, but the check is nonnegotiable because
insufficient funds are on deposit in the particular bank
when the check is presented for payment, the lessee has not
exercised reasonable diligence. Where the lessee provides
no evidence thcLt the rental check was dishonored through the
fault of someone other than the lessee, there is no basis
for reinstatemE!nt of the lease .

z=======:=

March 31, 1980 -Western Reserves Oil Co. (46 IBLA 295)
oil and Gas LecLses: Rentals--Oil and Gas Leases: Termination

Where the lessE!e shows that his failure to pay rental timely
is justifiable, he pays the required rental within 20 days
after the due clate, excluding the normal business days the
office is C1OSE!d due to snowstorms, and he otherwise
complies with e;tatutory and regulatory requirements, he is
entitled to reinstatement of his lease under 30 U.S.C.

188(c) (1976).

REINSTATEMENT -

LATE PAYMENT

FOR JUSTIFIABLE

REASONS

Rel. 3-301

1/27/95

B LM MANUAL

Supersedes Rel. 3-119



Appendix 3, Page 51

8-3108-1 -RELINQUISmmNTS, TERMINATIONS, AND CANCELLATIONS

December 19, :L979 -Phvllis Lane Zehr. Alice M. Conte
(44 IBLA 261)
Evidence: Generally--Oi1 and Gas Leases: Reinstatement

REINSTATEMENT -

POSTMARK FROM

LOCATION MAILED

FROM MISSING

Ordinarily, the postmark on a letter will be assumed to
indicate the date and place of mailing in the absence of
evidence to the contrary. Reasonable diligence is found
where a rentaJ. payment, due in Billings, Montana, on June 1,
1979, was act1.1ally mailed from Wilmington, Delaware, on
May 29, 1979, despite the fact that the envelope containing
such payment bears only a Billings, Montana, postmark of
June 2, 1979.

February 29, J.980 -Harold w. Fullerton (46 IBLA 116)
Oil and Gas Le!ases: Reinstatement

TERMINATION -

USE OF POSTAL

SERVICE

Placing payment for annual rental for an oil and gas lease
in a residentj.al mailbox for posting by the Postal Service
without later checking to insure that the payment was picked
up does not constitute reasonable diligence, especially when
the lessee's regular mail delivery is to a different address.
Failure of the! payment to then be timely made is not
justified, evem though the Postal Service admittedly was not
making regular stops at that mailbox, because timely payment
was still within the lessee's control through the exercise
of reasonable diligence.

November 30, 1979 -Norman c. Stroink (44 IBLA 188)
Oil and Gas Le,ases: Termination--Oil and Gas Leases:
Reinstatement

REINSTATEMENT -

SEVERE INJURIES

JUSTIFIABLE

REASON FOR

LATE PAYMENT

A lack of diligence may be justifiable if it is demonstrated
that at or nea.r the anniversary date there existed
sufficiently e,xtenuating circumstances outside the lessee's
control which affected his or her actions in paying the
rental fee. A. lessee's suffering severe, incapacitating
injuries during the month before the anniversary date of the
lease may constitute proximate cause sufficient to justify
late payment of the rental and to warrant reinstatement of
the lease.

Rel. 3-301
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B-31()8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

November 30, 1979 -B. J. Bradshaw- (44 IBLA 181)
Estoppel--Oil and Gas Leases: Relinquishments--Oil and Gas
Leases: TermL[1ation

TERMINATION -

PARTIAL PAYMENT

BASED ON PARTIAL

RELINQUISHMENT

THAT WAS NOT

ACCEPTABLE

An oil and gas lease on which there is no well capable of
producing oil 'or gas in paying quantities will automatically
terminate on the anniversary date of the lease upon failure
of lessee to p.ay the minimum annual rental, despite a
partial paymen.t submitted on the basis of a partial
relinquishment, which was ineffective because [it was] not
filed by the rlecord title holder pursuant to 43 CFR 3108.1,
and despite isBuance of a Bureau of Land Management decision
subsequent to .the anniversary date confirming a decreased
annual rental.

November 30, 1~179 -Tenneco oil Co.. Cordillera CorD.
(44 IBLA 171)
Oil and Gas Leases: Extensions~-Oil and Gas Leases:
Rentals--Oil and Gas Leases: Termination--Rules of Practice:
Appeals: Effec:t of

TERMINATION -

LEASE IN
EXTENDED TERM
DUE TO UNIT
TERMINATION
FAILS TO MAKE
RENTAL PAYMENT
BY DUE DATE

An oil and gas lease in its extended term because of the
termination of an approved unit plan to which it was
committed, on which lease there is no well capable of
production in I)aying quantities, terminates automatically by
operation of lclw where the annual rental is not paid on or
L~f.or;e i:;.he annj.versary dat:e 0£ t:he lease. The pendency of
an appeal regarding the termination date of the extension
does not excuse! the failure to maintain the lease in good

standing by tinlely payment of the annual rental.

NO AUTHORITY
TO SUSPEND
TERMINATED LEASE
IF REQUEST TO
SUSPEND NOT MADE

There is no aut.hority to suspend an oil and gas lease
terminated by clperation of law for failure to pay the annual
rental on or be!fore the anniversary date of the lease where
no application for suspension was filed before the lease
terminated.

==========
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8-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

November 27, JL979 -Aanes James (44 IBLA 133)
oil and Gas LE!aSes: Reinstatement

REINSTATEMENT
DEATH OF
LESSEE'S
HUSBAND

An oil and gall lease terminated by operation of law for
failure of thE! lessee to pay the annual rental on or before
the anniversa]~y date of the lease may be reinstated only if
the late paymE!nt is justifiable or not due to a lack of
reasonable di:~igence. Where, for the first time on appeal,
there are assE!rtions concerning the death of lessee's
husband, the c:ase will be remanded to BLM for an initial
determination as to whether circumstances demonstrate the
requisite proJcimity and causality to justify the delay in
payment, and J~einstatement of the lease.

October 29, 1~~79 -Reid E. Motley (43 IBLA 360)
Oil and Gas LE~ases: Reinstatement--Reinstatement:
Generally--WoJ:'ds and Phrases

The fact that a courtesy rental notice did not come to oil
and gas leSSeE!'S attention until 1 day prior to rental due

date is not a justifiable excuse for late payment of the

rental.

TERMINATION -

AWARENESS OF
COURTESY NOTICE

October 10, 1!179 -William A. Kluq (43 IBLA 255)

Oil and Gas Leases: Reinstatement--Oil and Gas Leases:

Rentals--Ruleo of Practice: Appeals: Burden of Proof

The burden of showing that late payment of annual rental for
an oil and gas lease is justifiable is on the lessee. An
assertion of !?ersonal reasons without further explanation,
is insufficient to meet this burden. Nor does reliance on
receipt of a c=ourtesy notice justify failure to pay rental

timely.

TERMINATION -

PERSONAL REASONS

WITHOUT FURTHER

EXPLANATION NOT

JUSTIFIABLE FOR

LATE PAYMENT

~

September 11, 1979 -Fuel Resources Development Co.

(43 IBLA 19)
Oil and Gas Llaases: Reinstatement--Oil and Gas Leases:
Rentals--Oil and Gas Leases: Termination

Where the fai:Lure to pay ren~al on or before the anniversary
date of a leal~e is attributable to a breakdown in mailing
procedures wi1:hin the parent company of the lessee, neither
reasonable di:Ligence nor justification is shown to support
a petition foJ:' reinstatement.

TERMINATION -

BREAKDOWN OF

COMPANY MAIL

PROCEDURES NOT

JUSTIFIABLE FOR

LATE PAYMENT

~
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H-31ID8-1 -RELINQUISmmHTS, TXRHIHATIONS, AND CANCELLATIONS

August 27, 1979 -William M. Steiskal (42 IBLA 304)
Oil and Gas Le,ases: Reinstatement--Oil and Gas Leases:
Rental

TERMINATION -

DELAY IN RECEIPT
OF COURTESY

NOTICE NOT

JUSTIFIABLE FOR

LATE PAYMENT

Reliance on re,ceipt of a courtesy billing notice from BLM
is not a justifiable excuse upon which to predicate
reinstatement of an oil and gas lease terminated for failure
to pay rental timely. The fact that the courtesy rental
notice was delayed in reaching appellant because it was sent
to appellant's former address is not a justifiable excuse
for late payment.

August 27, 1979 -Victor Holz (42 IBLA 284)
Oil and Gas Leases: Reinstatement--Oil and Gas Leases:
Rentals

Where a lessee presents no evidence that illness of a family
member or a heavy work load were so disruptive as to prevent
him from carrying on his other routine activities as usual,
the late payment of rental on an oil and gas lease is not
justified by the illness or the work.

TERMINATION -

NO EVIDENCE THAT
FAMILY MEMBER
ILLNESS WAS
JUSTIFIABLE FOR
LATE PAYMENT

~

August 22, 1979 -Coronado Oil Co. (42 IBLA 235)
Administrative Procedure: Hearinqs--Hearings--oil and Gas
Leases: ExtenBions--Oil and Gas Leases: Termination--Oil
and Gas Leases: Well Capable of Production--Rules of
Practice: Heat'ings

TERMINATION -

DETERMINATION

WHETHER LEASE

WENT INTO

PRODUCTION

PRIOR TO

RENTAL DUE DATE

A hearing is p:C'operly ordered where there exist issues of
fact the reso11J.tion of which will determine whether an oil
and gas lease ,:oncluding its primary term was converted from
rental status 'too royalty status. Appellant shall have the
burden of prooE to establish by a preponderance of the
evidence (a) that the Dolezal-Government #1 well was capable
of producing o:Ll and gas in paying quantities on October 31,
1978, or (b) that there was a discovery of oil or gas in
paying quantit:Les on lease W 15891 on October 31, 1978. If
either (or both) of these propositions is established, the
subject lease \.'as not subject to automatic termination by
law for failurE! to make timely rental payment.

~
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H-3108-1 -RBLINQUISHKENTS, TERMINATIONS, AND CANCELLATIONS

June 28, 1979 -Geosearch Inc. (41 IBLA 291)

Oil and Gas LE~a.ses: Bona Fide Purchaser

BONA FIDE
PURCHASER -

DETERMINATION
OF PROTECTION

A decision by BLM dismissing protests against the continued
validity of the leases because the assignees are bona fide
purchasers wi:Ll be vacated where the record contains no
statement by t:he assignees of oil and gas leases that they
are bona fide purchasers, and the matter will be remanded so
that BLM may :join the assignees to the protest proceedings
in order to gj~ve them the opportunity to show that they
acquired the jlnterest as bona fide purchasers, and to give
the protestant: the opportunity to present prima facie
evidence to the contrary, per 43 CFR 3l02.1-2(c). Where the
assignees haVE! alleged that they are bona fide purchasers,
it is up to the protestant to show prima facie to the

contrary.

April 18, 197~' -Allied Chemical Corp. et al. (40 IBLA 272
oil and Gas LE!aSes: Cancellation

CANCELLATION -

LEASES SUBJECT

TO P.L. 83-555

DO NOT TERMINATE

AUTOMATICALLY BY

OPERATION OF LAW

An oil and ga~1 lease issued on July 1, 1951, is not
controlled by"P.L. 83-555, effective July 29, 1954, and the
lease therefo1~e does not terminate automatically by
operation of J.aw if annual rental is not paid timely, as
this law does not apply retroactively to the lease in the
absence of wrj.tten notice from the lessees that they have
elected to subject their lease to this law. Rather, the
mineral leasing law in effect prior to July 29, 1954,
controls, undE!r which the lessees' failure to pay annual
rental subjec"t:s the lease to cancellation only after ELM
gives them 30 days notice of their failure to pay the rental
timely. ELM'~I decision canceling such lease will be vacated
where it did not give the lessees the required notice.

~

March 29, 197~1 -Merle C. Chambers (40 IBLA 144)
Oil and Gas LE!aSes: Cancellation

CANCELLATION -

VIOLATION OF

ADMINISTRATIVE

REGULATORY

REQUIREMENT MAY

NOT RESULT IN

CANCELLATION

An oil and gaEl lease issued for land available for leasing,
but in violatj.on of an administrative regulatory
requirement, need not be canceled in the absence of an
intervening qllalified applicant or some overriding policy
consideration.

~
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8-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

December 14, :l978 -Beniamin T. Franklin
Accounts: Pa~~ents--Oil and Gas Leases:
and Gas Lease!! : Termination--Payments :

(38 IBLA 291)
Reinstatements--Oil

Generally

TERMINATION -

POSTDATED

CHECK RETURNED

BY BANK NOT

A TENDER OF

PAYMENT

Where checks elubmitted in payment of annual rental on oil
and gas leaseel are returned by the drawee bank as
uncollectible because they are postdated, and there has been
no bank error, no tender or payment of annual rental has
been made. In the absence of any other payment prior to the
anniversary dclte, the leases terminate automatically by
operation of ].aw.

An oil and gael lessee who submits payment of annual rentals
with checks postdated by 15 days is not reasonably diligent
in attempting to make payment thereof. So doing with the
expectation th.at negotiation of the checks will not be
delayed past the anniversary date unreasonably anticipates
either that BLM will withhold processing the checks until
they become valid or that the drawee bank will honor them
despite the postdating.

POSTDATING
CHECKS NOT
REASONABLE
DILIGENCE

The inadvertent error of a person entrusted to mail payments
for an oil and gas lease is not a justifiable excuse for
delay in making the payment to warrant reinstatement of a
terminated lease.

The absence of a lessee on vacation does not justify a

failure to make timely rental payment.

~

December 13, 1'378 -Robert A. Chenoweth (38 IBLA 285 )

Oil and Gas Le,ases: Cancellation--Oil and Gas Leases:

Fide Purchaser

Bona

Where a decision canceling an oil and gas lease has been
issued by BLM and received at the lessee's address of
record, any subsequent assignment of the lease will not be
protected under the provisions of 30 u.s.c. 184(i) (1976),
and whether or not the purported assignee is a bona fide
purchaser is a moot question.

BONA FIDE
PURCHASER -

RECEIPT OF

CANCELLATION

DECISION BARS

PROTECTION

==========
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H-3J.O8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

December 8, 19~78 -Lillie Belle Hiqqins ( 38 IBLA 254 )

Accounts Paym'ents--Oil and Gas Leases: Rentals--Oil and Gas

Leases: Termination--Payments: Generally--Words and Phrases

REASONABLE
DILIGENCE -

DEFINITION

"Reasonable d~-iqence" Where an oil and gas rental check
bearing the d'ile date of the lease is submitted a few days in
advance theret:Jf, but the check is returned by the BLM and
thereupon a ruew check is promptly submitted, even if it
could be considered that the lease had terminated, it would
be eligible f,:Jr reinstatement under 30 U.S.C. 188(c) (1976)
because there has been reasonable diligence on the part of
lessee.

October 11, 1'378 -Ram Petroleums. Inc. .& Ramoco. Inc.
(37 IBLA 184)
Oil and Gas L,3cLSes: Reinstatement

To constitute cl justifiable excuse for delay in making an
oil and gas ll~clSe rental payment sufficient to warrant
reinstatement of a lease terminated for late payment of
rental, a leslse!e must show that the delay was caused by
factors outside! his control which were the proximate cause
of his failurl~ to pay the rental timely. Negligence of an
employee in miiking timely rental payments and subsequent
false statements to her employer that timely payments were
made does not relieve the employer from responsibility to
verify the em]?loyee's action and to make timely payment.

REINSTATEMENT -

EMPLOYEE

NEGLIGENCE/FALSE
STATEMENTS NOT

JUSTIFIABLE

REASON FOR

LATE PAYMENT

August 28, 19'78: -Mercedes Me Peratt (36 IBLA 331)

Oil and Gas LE!ases: Reinstatement--Oil and Gas Leases:

Rentals

REINSTATEMENT -

REASONABLE

DILIGENCE SHOWN

BY TIMELY

MAILING BEFORE

DUE DATE

An oil and gas lease terminated by operation of law for
failure to pa)f advance rental timely will be reinstated when
lessee shows 1:hat failure to pay the rental on or before the
anniversary dclte was not due to a lack of reasonable
diligence in 1:hat payment was mailed in California 6 days
before due in Wyoming State Office.
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H-3~08-~ -RKLIHQUISHKKNTS, ~RATIOHS, AND CANCELLATIONS

August 15, lS178 -John D. Holt (36 IBLA 257)
Gas Leases: Reinstatement

Reasonable dj.ligence normally requires sending or delivering
payments suff:iciently in advance of the anniversary date to
account for normal delays in the collection, transmittal,
and delivery of the payment considering the distance
involved. W~lere a letter is mailed on February 25 from
Windom, MinnE!sota, to Cheyenne, Wyoming, where it is due on
March 1, reae,onable diligence has been exercised.

REINSTATEMENT -

REASONABLE

DILIGENCE SHOWN

BY TIMELY

MAILING BEFORE

DUE DATE

2-====2===

August 3, 1978 -Hubert w. Scudder. Eileen Scudder
(36 IBLA 191)
Oil and Gas Leases: Reinstatement

An oil and gas lease terminated by operation of law for
failure of the lessee to pay the annual rental on or before
the anniversary date of the lease may be reinstated only if
the late paym.ent is justifiable or not due to a lack of
reasonable diligence. Where the death of a lessee's father
occurs on Feb.cuary 28, the rent is mailed no earlier than
February 28, ,~nd the rent is due and payable on March 1,
the requisite proximity and causality to justify the delay
in payment is not demonstrated.

TERMINATION -

FATHER'S DEATH

DAY PRIOR TO

DUE DATE NOT

JUSTIFIABLE

REASON FOR

LATE PAYMENT

~

July 31, 1978 -American Resources Manaqement Corp.
(36 IBLA 157)
Oil and Gas Leases: Termination

TERMINATION -

NOT APPLICABLE
.
WHEN ADDITIONAL

RENT DUE ON

DAY OTHER THAN

ANNIVERSARY DATE

The automatic terminati9n provision in sec. 31 of the
Mineral Leasing Act, as amended, does not apply to a
situation wheJ:'e, due to other contingencies, additional
rental may bec'ome due on a date other than the anniversary
date of a lease.

~
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B-3:LO8-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

June 30, 1978 -Frederick c. Farrinqton, Georqe M. Hoffman
(36 IBLA 70)
Agency--Oil and Gas Leases: Reinstatement--Oil and Gas
Leases: Rental--Oil and Gas Leases: Termination

To constitute a justifiable excuse for delay in making an
oil and gas lease rental payment sufficient to warrant
reinstatement of a lease terminated for late payment of
rental, a lessee must generally show the delay was caused by
factors outside his control which were the proximate cause
of his failu:t'e to pay the rental timely. The following are
not ordinarily justifiable excuses: (I) reliance on receipt
of a courtesy' notice of rental; (2) selling a house and
moving to anc,ther; (3) failure to show a causal link between
the illness clf lessee's friend and the failure to pay timely.

TERMINATION -

REASONS NOT
JUSTIFIABLE FOR
LATE PAYMENT

TERMINATION -

JOINT LESSEES
FAILURE TO
TIMELY PAY
ANNUAL RENTAL
MUST BOTH
SATISFY
REINSTATEMENT

REQUIREMENTS

In the absence of joint lessees establishing the existence
of a prior ag'reement that a particular lessee was
responsible for payment of the oil and gas lease rental, the
failure of the joint lessees to pay the rental timely is a
joint failure and the joint lessees must each satisfy the
reinstatement requirements of 30 U.S.C. 188(c) (1970). In
the absence of reasonable diligence, the lease cannot be
reinstated unless each joint lessee can show that he has a
justifiable excuse for failing to pay the rental timely.

June 2, 1978 -Pacific Transmission SuDDlv Co. (35 IBLA 297)
oil and Gas Leases: Rentals--Oil and Gas Leases: Termination

TERMINATION -

PROPER IDENTITY

OF RENT PAYMENT

RECEIVED TIMELY

PREVENTS LEASE

TERMINATION

It is the responsibility of a lessee to see that any payment
tendered for annual rental under an oil and gas lease is so
identified that the appropriate State Office can credit the
payment to the proper lease account. However, where an
appellant demonstrates that the rental money was received
timely by the appropriate State Office, and the evidence
indicates that the lessee subsequently gave timely and
proper instructions as to its application, the lease is
properly deemed to have not terminated.

z=z=======
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H-3108-1 -RKLINQUISmmNTS, TERMINATIONS, AND CANCELLATIONS

May 26, 1978 -Robert W. David (35 IBLA 205)
Oil and Gas Leases: Cancellation

CANCELLATION -

LEASE IMPROPERLY

ISSUED FOR

LANDS OUTSIDE

6-MILE SQUARE

AREA WITH A

PROPER OFFER ON

PART OF LANDS

An oil and ga.s offer describing land which cannot be
encompassed ...,ithin a 6-mile square is defective and must be
rejected, and. where a lease is issued for part of the land
embraced in the offer it must be canceled as to that land
which is embraced in a ~roper offer filed prior to the
issuance of the lease in order that the statutory preference
right of the party first making a proper offer may be
honored.

May 22, 1978 -Emma Pace (35 IBLA 143)
Oil and Gas Leases: Reinstatement

TERMINATION -

AUTOMOBILE

ACCIDENT WELL

BEFORE DUE DATE

NOT JUSTIFIABLE

REASON FOR

LATE PAYMENT

An oil and gas lease, terminated automatically by operation
of law for failure to pay .rental timely, may be reinstated

if, among oth,er things, the failure to pay timely was

justifiable ot" not due to a lack of reasonable diligence on

the part of ti:le lessee. Mailing the rental payment after

the due date does not constitute reasonable diligence. An

automobile ac(:ident occurring 25 days before the rental was

due is not a :justifiable reason for reinstating the lease

where it is not shown that its occurrence prevented the

lessee from making timely payment. Reliance on receipt of

=- ==~::t~::}. :-.=~:i-=a dvcg uvt j ~t.ify r.d..i.lure to pay rent:al

timely.

May 10, 1978 -.Hubert w. Scudder (35 IBLA 58)
Oil and Gas Leiases: Reinstatement

Failure to pay' oil and gas lease rental timely may be
justifiable wh.ere it was caused by factors outside the
lessee's control which were the proximate cause of the late
payment. A lessee's head injuries requiring hospitalization
during the month before the anniversary date of the lease
constitutes proximate cause sufficient to justify late
payment of the rental and to warrant reinstatement of the
lease.

TERMINATION -

HEAD INJURIES

AND HOSPITAL

CARE DURING

MONTH BEFORE

DUE DATE JUSTIFY

REINSTATEMENT
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8-31.08-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

April 26, 1978 -c. He Winters (34 IBLA 350)
Oil and Gas L4aaLses: Reinstatement

In order for 1:he failure to pay oil and gas lease rental
timely to be I:onsidered justifiable, it must be caused by
factors outside the lessee's control, which were the
proximate caul~et of the failure. Where the lessee has gone
on a trip intl~nding to return by mid-month but is delayed by
the necessity of caring for an old and ill friend whom he
visited, so that he does not return until the first of the
next month, thet anniversary date of the lease, his failure
to pay the rent~al timely is justifiable and the lease is to
be reinstated.

TERMINATION -

TRIP EXTENSION
TO CARE FOR ILL
FRIEND JUSTIFIES
REINSTATEMENT

~

March 8, 1978 -.Albert R. Fairfield (34 IBLA 132)

Where a lesse.! presents no evidence that illnesses of his
family memberl3 were so disruptive as to prevent him from
carrying on h;Lei employment and other routine activities as
usual, the la1:ei payment of rental on an oil and gas lease
is not justif;Leid by these illnesses .

TERMINATION -

FAMILY MEMBER
ILLNESSES NOT
SUFFICIENTLY
DISRUPTIVE TO
JUSTIFY LEASE
REINSTATEMENT

~

January 5, 1978 -Genevieve c. Aabve (33 IBLA 285)
Oil and Gas LE!a.ses: Reinstatement

REINSTATEMENT -

SEVERE WINTER

WEATHER AND

OTHER CAUSES

THAT PREVENT

TIMELY PAYMENT

ARE JUSTIFIABLE

REASONS

In order for 1:he failure to pay oil and gas lease rental
timely to be c:onsidered justifiable, it must be caused by
factors outside the lessee's control, which were the
proximate cause of the failure. Severe winter weather and
other circums1:ances which prevent the lessee from mailing
the rental pa~~ent in a timely fashion constitute such a
factor which ];"enders the failure to pay the rental timely

justifiable.

~

September 12, 1977 -Duncan Miller (32 IBLA 137)
Oil and Gas LE~ases: Cancellation

Where mineralfl not owned by the United States have been
leased for oiJ. and gas purposes under the terms of the
Mineral Leasing Act for Acquired Lands, the lease must be
canceled becal;lse only acquired lands owned by the United
States are subject to leasing under that Act.

CANCELLATION -

LEASE IMPROPERLY

ISSUED FOR

MINERALS NOT

ACQUIRED BY U.S.

~
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H-3].08-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

July 22, 1977 ..Pauline v. Tricrcr. John H. Tricrcr (31 IBLA 296)
Oil and Gas L.~cLSes: Reinstatement--Oil and Gas Leases :
Rentals--Oil ilnd Gas Leases: Termination

TERMINATION -

BANK ERROR WILL
NOT RESULT IN
TERMINATION

Where it is a:Lleged that a bank erroneously dishonored a
check drawn thereon, and an official of the bank admits that
the payment was refused by mistake, the error of the bank
will not vitiate the otherwise proper payment of rent.

~

March 4, 1977 -Read & Stevens. Inc.: Franklin. Aston & Fair.
Ltd.: and Colc~ado Interstate Gas ComDany (29 IBLA 154)
oil and Gas LE!ases: Generally--oil and Gas Leases:

Reinstatement.--Rules of Practice: Appeals: Generally--Rules
of Practice: Appeals: Dismissal

An appeal to t;he Board of an automatic termination of an oil
and gas lease will be dismissed as not ripe where appellant
sends the appE!al to the Board before a Notice of Termination
of Lease has tleen issued and a Petition for Reinstatement
rejected by the State Office, Bureau of Land Management.

TERMINATION -

PREMATURE APPEAL
PRIOR TO

RECEIPT OF

NOTICE

==========

February 23, 1977 -Billy Wriaht (29 IBLA 81
Oil and Gas Leases: Reinstatement

REINSTATEMENT -

TERMINAL ILLNESS

OF LESSEE'S

BROTHER

JUSTIFIABLE FOR

LATE PAYMENT

An oil and gas lease terminated by operation of law for
failure of the :lessee to pay the annual rental on or before
the anniversary date of the lease may be reinstated only if
the late payment is justifiable or not due to a lack of
reasonable diligence. Where information concerning the
terminal illness of lessee's brother demonstrates the

requisite proximity and causality to justify the delay in
payment, the ll~clse may be reinstated.

~

February 8, 19'7")' -Howard S. Buabee (29 IBLA 30)
Oil and Gas Leiises: Applicability--Oil and Gas Leases:

Cancellation

Where a regula1;ion is amended in a way that benefits an oil
and gas lessee( the Department may, in the absence of

intervening ri~rhts of third parties or prejudice to the
interests of the United States, apply the amendment to
pending cases.

(continued)

CANCELLATION -

APPLY AMENDED

REGULATION TO

BENEFIT LESSEE

WITH LEASE NOT

CANCELED
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8-3108-1 -RELINQUISHMENTS, TERMINATIONS, AND CANCELLATIONS

CANCELLATION -

DISCRETIONARY IF

NO THIRD PARTY

RIGHTS IMPAIRED

AND NO IMPACT ON

U.S. INTERESTS

Cancellation of an oil and gas lease pursuant to statute,
30 U.S.C. 188(b) (1970), and the regulation promulgated
thereunder ill discretionary and not mandatory .An oil and
gas lease neE!d not be canceled because of the failure of the
lessee to file a structure bond required by regulation, 43
CFR 3104.1(b), where there are extenuating circumstances and
where there j.s no impairment of the rights of third parties
and no adverfle impact on the interest of the United States.

~

February 7, J.977 -Oil Resources Inc. (28 IBLA 394)

Oil and Gas I,eases: Rentals--Oil and Gas Leases:

Reinstatement:--Oil and Gas Leases: Termination--Words and

Phrases

TERMINATION -

FAILURE TO PAY
6TH/11TH YEAR
RENTAL FOR
EXTENDED TERM
FOR POST-
SEPT. 2, 1960,
LEASES

The lessee oj: an oil and gas lease, issued after Sept. 2,
1960, which has reached the end of its primary term, must
submit the rEmtal for the first year of an anticipated
extended te~1 under 30 U.S.C. 226(e) (1970) on or before the
regular anniversary date of the lease. Failure to submit
the rental tj~ely will result in the automatic termination
of the lease by operation of law under 30 U.S.C. 188(b)
(1970). UnlE!ss the lessee can show that he is entitled to .

reinstatement: of this lease under 30 U.S.C. 188(6) (1970),
he cannot obt:ain the extension.

CANCELLATION
TERMINATION .

DISTINCT
DIFFERENCES

"Cancellatiorl" and "termination." The "cancellation" and
the "terminat:ion" of oil and gas leases are separate,
distinct conc:epts. Cancellation requires a specific act by
the Department authorized by various statutes. Termination
under 30 U.S.C. l88(b) (1970) is automatic, occurring by
operation of law when the lessee fails to pay his rental

timely.

~

December 27, 1976 -Aqnes M. French (28 IBLA 282)
oil and Gas Leases: Reinstatements

TERMINATION -

POSTMARK
EVIDENCE FAILS
TO SHOW
REASONABLE
DILIGENCE

If the postma,rk on the rental payment envelope does not
demonstrate reasonable diligence in the lessee's mailing of
the payment, the Board will not go beyond it in the absence
of exceptiona.l circumstances. Substantial evidence will be
required to c'orroborate any allegation to the contrary. A
mere referenc'e to a statement indicating that a check in
payment of thle rent was issued or sent on a certain date is
not, by itself, sufficient.
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November 9, 1976 -Jack R. Coombs (28 IBLA 53)
Oil and Gas Leases: Cancellation

CANCELLATION -

RENT DEFICIENCY

NOTICE

MISHANDLED BY

POSTAL SERVICE

WITH LESSEE

NOT PROPERLY

SERVED

Where the Bur,eau of Land Management sends notice to an
offeror at his record address, pursuant to 43 CFR 3103.3-1,
that the firs"t year's rental accompanying his noncompetitive
oil and gas ll2ase offer is deficient and such notice is
returned to t]~e Bureau marked "Unclaimed" by the post
office, the c.3.ncellation of the lease will be Bet aside and
the notice wi:ll not be considered to have been served on the
offeror, purs11ant to 43 CFR 1810.2(b), when the post office
has failed to forward the notice in accordance with a
request by thE! offeror to forward all mail and other mail
has, in fact, been forwarded.

July 26, 1976 -Estate of John P. Waqner and The Superior
oil Co. (26 IBLA 119)
oil and Gas Leases: Cancellation

The statute, 3;0 U.S.C. 188(b) (1970), and regulation, 43 CFR
3108.2-3, concerning the cancellation of oil and gas leases
are discretioI1.ary not mandatory.

CANCELLATION -

DISCRETIONARY

It is improper to cancel an oil and gas lease for failure of
the lessee to file a bond required by regulation, 43 CFR
3104.1(b), where there are extenuating circumstanc~R ~nd
where there is no impairment of third party rights and no
adverse impact on the interests of the United States.

NO IMPAIRMENT OF

THIRD PARTY

P.!GHTS !"-1\!D ~!a

IMPACT ON

U.S. INTERESTS

~

July 19, 1976 -s. Norman Stark (26 IBLA 87)
oil and Gas Le,ases: Cancellation

CANCELLATION -

ERRONEOUS TO
CANCEL VALID
LEASE IF PRIOR
LESSEE FAILED
TO PETITION FOR
REINSTATEMENT

The Bureau of :C.and Management has no authority to reinstate
an oil and gas lease terminated by operation of law for
failure to pay rental on or before the anniversary date when
a valid lease ;:or the same land has been issued prior to the
filing of the l?etition for reinstatement. Therefore, unless
the first leaSE! is deemed not to have terminated, it is
erroneous to cclncel the subsequent valid lease.

~
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July 13, 1976 .-Paul D. Beard. Jr.. and Leon F. Scullv. Jr.
(26 IBLA 79)
oil and Gas Lei~ses: Reinstatement--Oil and Gas Leases:
Rentals

REINSTATEMENT -

POSTAL SERVICE

PROVIDED

CREDIBLE

EXPLANATION FOR

DELIVERY DELAY

OF RENT PAYMENT

An oil and gas lease terminated by operation of law for
failure to pay the advance rental timely will be reinstated
where it is shown that lessee's failure to pay the rental
timely was not due to a lack of reasonable diligence.
Evidence which establishes the payment due on December 1,
1975, at the Eastern States Office, BLM, Silver Spring,
Maryland, was delivered to a postal carrier on November 11,
1975, is suffic:ient to demonstrate due diligence despite the
fact that the E!nvelope containing the payment was postmarked
December 8, 19~75, and not received until December 11, 1975,
where a credLble explanation of the delay has been furnished
by the Post Office.

~

June 28, 1976 -.John T. Stewart III. Harlan C. Altman. Jr.

(Trustee} (25 J:BLA 306)
oil and Gas Ll2aLses: Acreage Lirni tations--Oil and Gas Leases :

Cancellation

An oil and gal3 lease issued for 2,960 acres in violation of
administrativE! regulations need not be canceled in its
entirety, in 1:h.e absence of an intervening qualified

applicant.

CANCELLATION -

VIOLATION OF

ADMINISTRATIVE

REGULATIONS

==========

May 18, 1976 ..A. Helander (25 IBLA 54)

Oil and Gas LE!aSes: Reinstatement--Oil and Gas Leases:

Rentals

REINSTATEMENT -

VERIFICATION BY

POSTAL SERVICE

OF DELAY IS

PROOF OF

DILIGENCE THAT

RENT PAID TIMELY

An oil and gael lease, terminated because the advance rental
was received J. day after the due date, may be reinstated
where it is shown that the lessee mailed the rental payment
3 days prior t;o the due date from the main post office in
the same city where the BLM's field office is located and
the postal aut:horities verify that there has been a delay in
the processinc;r of the mail at that particular time. Under
these circumst.ances the lessee will be considered to have
mailed the payment with due diligence.

~
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April 27, 1976 -Arnerada Hess Corp. (24 IBLA 360)
Oil and Gas L,eases: Cancellation

It is improper to dismiss a protest against issuance of an
oil and gas lease applied for pursuant to the Act of May 21,
1930, 30 u.s.c. 301 et sea. (1970), for lands underlying a
railroad right-of-way granted under the Act of Mar. 3, 1875,
when the lands traversed by the right-of-way were later
patented without a reservation for minerals. In such case
title to the mineral estate underlying the right-of-way is
no longer held by the United States and, therefore, a lease
issued pursuant to the 1930 Act is void and must be canceled

CANCELLATION -

LEASE IMPROPERLY

ISSUED FOR LANDS

UNDER RAILROAD

RIGHT-OF-WAY

WITH MINERAL

ESTATE PATENTED

88-8======

April S, 1976 -Fredres E. Laubauah (24 IBLA 306)
Oil and Gas Liaaaes: Reinstatement

An oil and gas lease may be reinstated where it appears that
the lessee's :failure to pay annual rental on time is due to
the death of a member of the family in close proximity to
the anniversa]:,y date of the lease.

REINSTATEMENT -

FAILURE TO PAY

RENT TIMELY DUE

TO FAMILY DEATH

NEAR DUE DATE

May 8, 1975 -Joseph E. Steae~ (20 IBLA 206)
Oil and Gas LE!aSes: Reinstatement--Oil and Gas Leases:
Renta1s--Oil cmd Gas Leases: Termination

REINSTATEMENT -

CLARIFICATION OF

ILLEGIBLE NOTICE

RELIED ON BY

LESSEE

An oil and gael lease terminated by operation of law for
failure to pay" the annual rental on time may be reinstated
where the lessee's delay in making payment was due to his
seeking clarification of an illegible notice of payment sent
to the ELM, and his action demonstrates his reliance on the
notice.

April 7, 1975 -David Kirkland (19 IBLA 305)
Oil and Gas Leases: Reinstatement

REINSTATEMENT -

LATE PAYMENT DUE

TO ACCIDENTAL

INJURY THAT

PREVENTED NORMAL

BUSINESS CONDUCT

An oil and gas lease, terminated by operation of law because
the annual rental payment was not received until one day
after the due date, may be reinstated upon proper
application wh,ere the delay in payment is due to accidental
injury which pt"evented lessee's business from being
conducted in ru:Jrmal manner.
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September 12,. 1974 -Ada E. Lundaren. Norman L. Lundaren
( 17 IBLA 132 ii

oil and Gas I.eases: Reinstatement

REINSTATEMENT -

SUDDEN ILLNESS

OF LESSEE

JUSTIFIABLE FOR

LATE PAYMENT

An oil and gcLS lease, terminated because the rental was not
received untj.l eight days after the due date, may be
reinstated upon proper application where the delay in paying
is attributed to a sudden illness which prevented the lessee
from the nort11al conduct ,of her business.

February 5, ].974 -Oil Resources Incor"orated (14 IBLA 333)
Oil and Gas Leases: Bona Fide Purchaser

The protection to a bona fide purchaser of an oil and gas
lease afforde!d by 30 tJ.S.C. 184(h) (2), and 184(i) (1970) is
not availablei were the lease involved is a nullity.

BONA FIDE
PURCHASER -

NO PROTECTION IF

LEASE A NULLITY

January 23, 1974 -Maraaret S. Decker (14 IBLA 215)
Oil and Gas Leases: Reinstaternent--Withdrawals and
Reservations: Effect of

Where an oil and gas lease is terminated by operation of law
and the lands involved are withdrawn from mineral leasing
either before or after such a termination, a petition for
reinstatement of the lease must be rejected, notwithstanding
a finding of justifiable delay. 43 CFR 3108.2-1(c)(3).

TERMINATION -

LANDS WITHDRAWN
FROM LEASING
PREVENT LEASE
REINSTATEMENT

==========

January 17, 1974 -Herman A. Kel1er (14 IBLA 188)
Oil and Gas Leases: Bona Fide Purchaser

BONA FIDE
PURCHASER -

NO PROTECTION
EXISTS PRIOR TO
LEASE ISSUANCE

In order to invoke the bona fide purchaser protection
afforded by the Act of September 21, 1959, 73 Stat. 571,
as amended, 3D U.S.C. 184(h) (1970), as regards an oil and
gas lease, th,e lease must have been issued; until execution
and issuance of the lease, only an offer exists, and the
assignment of rights in such an offer is without the purview
of the bona fide purchaser provisions in the Mineral Leasing
Act.

~
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July 11, 1973 -Claude C. Kennedy
oil and Gas Leases: Cancellation

12 IBLA 183)

CANCELLATION -

LEASE IMPROPERLY

ISSUED

Where an oil and gas lease has been issued in violation
of regulations, and there is no junior offeror having
intervening rights, the lease ordinarily will be permitted
to stand. Ho1wever, where the land is not subject to
"over-the-courlter" filings, a lease issued pursuant to
such a filing is properly canceled.

a,

January 16, 1"~73 -Pennzoil United. Inc. (9 IBLA 88)
Oil and Gas Leases: Termination

TERMINATION -

ERRONEOUS RETURN

OF TIMELY

PAYMENT DEEMS

LEASE NOT TO

HAVE TERMINATED

An oil and gas lease will not be deemed to have
automatically terminated under 30 u.s.c. 188(b) for failure
to pay rental on or before the anniversary date of the lease
when the assignor of such lease paid the rental seven months
in advance, b1.1t the Bureau erroneously returned payment to
assignor without notifying the assignee of the refund, even
though the asElignee was record holder of the title.

December 6, 1972 -Louis Samuel. et al., (8 IBLA 268)
oil and Gas Le,ases: Reinstatement--Words and Phrases

~: This is the landmark decision defining "reasonable
diligence" and "justifiable delay."

REASONABLE
DILIGENCE -

DEFINITION

WHEN US ING

POSTAL SERVICE

"Reasonable diligence". As used in P.L. 91-245, and in 43
CFR 3108.2-1(c) (2) "reasonable diligence" in transmitting
timely a rental payment for an oil and gas lease is
interpreted as meaning posting the payment through the
United States mail at no later date than that on which
letters mailed thereon would, despite normal delays in the
collection, transmittal, and delivery of mail, be delivered
to the appropriate land office on or before the due date of
the rental.

"Justifiable Delay". As used in P.L. 91-245, "justifiable
delay" in makiJ:1g an oil and gas lease rental payment will be
recognized onl:{ where sufficiently extenuating circumstances
are present so as to affect the lessee's actions.

JUSTIFIABLE
DELAY -

DEFINITION

~
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September 25, 1972 -Rov w. Reed (7 IBLA 321)
Oil and Gas Le;ises: Reinstatement--Oil and Gas Leases:

Relinquishment

There is no authority in the Secretary of the Interior to
reinstate an oil and gas lease which has been relinquished.

RELINQUISHED
LEASE CANNOT BE
REINSTATED

One who voluntarily surrenders his oil and gas lease, by
filing a written relinquishment thereof in the appropriate
BLM office, cannot withdraw his relinquishment.

RELINQUISHMENT

CANNOT BE

WITHDRAWN

==========

August 29, 197:! -Tenneco oil ComDanv (7 IBLA 151
Oil and Gas L,eclses: Bona Fide Purchaser

The purchaser of an assignment of an oil and gas lease is
presumed to h,a,re knowle.9ge of the date and terms of the
lease and its Eltatus at the time of the assignment. If he
does not, he LEi put on inquiry.

BONA FIDE
PURCHASER -

PROTECTION OF

ASSIGNEE

==========

May 12, 1972 .-Arthur E. Meinhart. Irwin Rubenstein.
Appellants. BJ~ICe Anderson. ADDellee (6 IBLA 39)
Oil and Gas L,~alses: Cancellation

The description in an acquired lands oil and gas lease offer
of a parcel OJ: unsurveyed land without metes and bounds
showing COUrSE!s: and distances between successive angle
points and a 1:i.e by course and distance to a nearby official
survey corner is defective, and a lease issued pursuant to
the offer mus1: be canceled where a junior offer properly
describes the land in conformity with the regulations.

CANCELLATION -

LEASE ISSUED FOR

DEFECTIVE OFFER

WHEN A PROPER

JUNIOR OFFER

EXISTS

~

February 22, J.972 -Duncan Miller ( 5 IBLA 21 )
oil and Gas LE~ases: Cancellation

CANCELLATION -

LEASE IMPROPERLY

ISSUED FOR

LANDS NOT OWNED

BY THE U.S.

Where land not; owned by the United States has been leased
for oil and gclS purposes under the terms of the Mineral
Leasing Act for Acquired Lands, the lease must be canceled
as only land owned by the United States is ~ubject to
leasing under that Act.

~
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February 18, 1972 -Huskv Oil ComDanv of Delaware. DeDco.

1n£..:. ( S IBLA 7 )
Oil and Gas Leases: Rentals--Oi1 and Gas Leases:
Termination--statutory Construction: Generally

Congress intended that the automatic termination provision
of 30 U.S.C. lBB (1970) apply to the regular, annual rental
payment, the necessity for which a lessee had continuous
notice and that provision was not intended to apply to a
case where a lessee had no way of knowing that the
obligation had accrued.

TERMINATION -

NOT APPLICABLE

WHEN PAYMENT DUE

DATE IS OTHER

THAN REGULAR

ANNUAL DUE DATE

November 27, 1970 -Sarkevs, Inc. (1 IBLA 123; 77 I.D. 207)
Oil and Gas Leases: Bona Fide Purchaser--Oil and Gas Leases:
Cancellation

BONA FIDE
PURCHASER .

PROTECTION

Where an oil and gas lease is considered to have been
terminated pursuant to 30 U.S.C. sec. 188(b) and the rental
payment to prE~clude such termination had been timely
submitted to 1:he land office but inadvertently applied to
another lease account, and then refunded to the payor when
the lease to which payment had been attributed was
relinquished, who accepted the refund without question, it
is correct to hold that the lessee's rights in the
terminated lease have been extinguished, and that a new oil
~~d ;~= l~a~~, du11- igg~~d fv~ aU~~1 la!ld~ arId thereafter
assigned to a bona fide purchaser, is valid.

~
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Example of Postmarks by s. Postal Service and Private Postal Meter
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]:.isting of ALHRS (Case Recordation) Data Element (DE)
17.751 and 2910 Action Codes Applicable to Handbook 3108-1*

DE 1775 DE 2910

001
093
112
113
152
153
176
202
225
240
247
258
102
103
108
624
625
626
315
316
718
720
756
757
763
772
773
774
775
780
781
782
783
784
785
790
791
792
970

124
315
104
103
910
911
237
202
868
610
247
235
530
531
536
624
625
626
676
678
393
366
199
200
763
284
282
283
292
311
312
310
890
784
313
244
791
792
970

Apln Recdj/Case Established@#
Rental Rate Det/Adj#
Addtl Info Rqstd@
Addtl Info Recd

Report Re(IUested@
Report Rec:ei ved
Authoriza1::ion Issued#

Competitive Pending
Effective Date#
Published
Future Action Suspense
Extended#
Rlty Rate -12~%#
Rlty Rate -161h%#
Rlty Rate -Other#
Rlty Reduction Filed@
Rlty Reduction Appv#
Rlty Reduction Denied#
Sus Ops & Prod/No Pmt#
Susp Lifted#
Dec Issued
Dec Revrsd & Remanded@
Canceledl
Canceled in Part#

Expires#
Reinstat,e[11ent Filed@#
Reinstat,e[11ent Approved#
Reinstatle[11ent Denied#
Reinstatle[11ent Withdrawn#
Relq FilI3d@#
Relq ( Pa:r:t:ial ) Filed@#

Relq Accl3pted#
Relq ( Pa;r:t;ial ) Accepted#
Relq Acc~3pted in Part#

Relq Unal:t)t/Denied#
Terminat~ad#
Terminat'n Notice Issued#
Terminat:Lon Vacated#
Case CloI3e!d#

Application Recd@#
Rental Rate Det/Adj#
Addtl Info Rqstd@
Addtl Info Recd

Report Requested@
Report Received
Lease Issued#

Competitive Pending
Effective Date#
Published
Future Action Suspense
Extended#
Rlty Rate -l2~%#
Rlty Rate -l6~%#
Rlty Rate -Otherl
Rlty Reduction Filed@
Rlty Reduction Appv#
Rlty Reduction Denied#
Sus Ops & Prod/No Pmtl
Susp Lifted#
Dec Issued
Dec Revrsd & Remanded@
Canceled#
Canceled in Part#

Expires#
Reinstatement Filed@#
Reinstatement Approved#
Reinstatement Denied#
Reinstatement Withdrawn#
Relq Filed@#
Relq (Partial) Filed@#
Relq Accepted#
Relq (Partial) Accepted#
Relq Accepted in Partl

Relq Unacpt/Denied#
Terminated#
Terminat'n Notice Issued#
Termination Vacatedl
Case Closed#

*

@

#

See offic;Lal fluid leasing data standards for complete listing
Pending ac:tion required.
Mandatory use of action code required.
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Index by KeyWords

~

Acceptance of Flelinquishment. Accounting Ad'7i.ce -Cancellation. Accounting Ad'7i.ce -Class II Reinstatement Accounting Ad'7i.ce -Reinstatement (Class I) Accounting Ad'7i.ce -Relinquishment; Accounting Ad'7i.ce -Rental Refund ( Class I) Accounting Ad'7i.ce -Rental Refund ( Class II) Accounting Ad'7i.ce -Rental Refund ( Improperly Issued Lease Canceled) Accounting Ad'7i.ce -Se~d to MMS-DMD (Waiver of Lease Rights) Accounting Ad'7i.ce to MMS-DMD ( Class III Reinstatement) Additional Rent:al Required (Rental Reduction of Class II Reinstatement)...

Administrati v.! Reinstatement Fee ( Class II) Advise Field Ot:fice Operations and SMA of Lease Relinquishment Advise SMA and Field Office Operations of Reinstatement (Class I

Reinsta teml!nt ) " .." ..." ..

Advise SMA and Field Office Operations of Reinstatement (Class II

Reinstateml!I1lt) ..." ." " ." " " " ." ..." ..." " ..." " .

Advise SMA (Car1lcellation) " " Amend Lease TI!:t"Ins (Rental Reduction of Class II Reinstatement) Amend Lease TI!:t"Ins (Royalty Reduction of Class II Reinstatement) "..

Amendment to ]:.eiase Terms ( Class II Reinstatement) " " " Automated Clea:t'ing House System Used by MMS for Rental Payments "

Automated Not.it,ion (Cancellation of Entire Lease) "

Automated Not.ition (Cancellation of.Improperly Issued Lease) Automated Not.it,ion ( Cancellation of Lease in Part) " Automated Not.it,ion (Cancellation -Overriding Royalty) " Automated Not.ition (Cancellation Reversed/Waiver of Lease Rights Lifted)..

Automated Not.ition (Class I Reinstatement Approved) " "" "

Automated Not.ition ( Class I Reinstatement Denied) ." ." " " " " " " " Automated Not.ition ( Class I Reinstatement Filed) .~ ..." " " " .."

Automated Not.ition ( Class II Petition Withdrawn) " " Automated Not.ition (Class II Reinstatement Approved) "

Automated Not.ition (Class II Reinstatement Denied) "

Automated Not.ition (Class II Reinstatement Federal Reqister Publication)..

Automated NotcLtion (Class III Reinstatement Federal Reqister Publication).

Automated Not,Ltion (Class II Reinstatement Filed) Automated NotcLtion (Class II Reinstatement -Lease Terms Amended) Automated NotcLtion (Class II Reinstatement -Rental Reduction Denied) Automated Not,ltion (Class II Reinstatement -Royalty Reduction Approved)..

Automated Not,ltion (Class II Reinstatement -Royalty Reduction Denied)..."

Automated Notcltion (Class II Reinstatement -Royalty Reduction Filed) Automated Notcltion (Class III Petition Withdrawn) Automated Notation (Class III Reinstatement Denied) Automated NotaLtion (Class III Reinstatement Filed) "..

Automated NotaLtion (Class III Reinstatement Granted/Lease Issued) Automated NotaLtion (Reinstated Lease Extended)

6

71

43

34

7

35

39

73

82

60

51

39

7

34

43
73
51
53
40
11
71
73
72
75
82
34
35
33
45
44
46
42
59
40
51
52
54
54
53
62
63
58
60
50
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~

7

9

25

25
23

23

24

82

59

77

78

78
79

65

65

70

75

Automated Notation (Relinquishment Accepted) Automated Notation (Relinquishment Unacceptable/Denied) Automated Notation (Terminated Lease Case File Closed) Automated Notation (Terminated Leases Reoffered Competitively) Automated Notation ( Termination) Automated Notation (Termination Notice Issued) Automated Notcltion (Termination Vacated) Automated Notcltion (Waiver of Lease Rights/Lease Suspended Availability j:or Leasing (Class III Reinstatement) Bona Fide Purc:haser. Bona Fide Purc:haser Determination. Bona Fide Purc:haser Qualifications. Bona Fide Purc:haser Status Evidence Request Cancellation by Administrative Action Cancellation t)y Judicial Proceedings. Cancellation Decision Posted. Cancellation Decision (Retained Overriding Royalty Interests) Cancellation I:lue to Violation of section 2(a)(2)(A) of Mineral Leasing

Act. Cancellation Due to Violation of Section l7(g) of Mineral Leasing Act Cancellation Effective Date. Cancellation of Lease. Cancellation of Lease Erroneously Iesued Cancellation of Partial or Other Lease Interests Cancellation Revereed (Waiver of Lease Rights) Cancel Lease Improperly Issued. change Federa~ Reaister Notice to Indicate Lease Extension (Class II

Reinstated Lease Extension) Check for Failure to Pay 6th or llth Year Rental (Termination) Check for Production Through Unit/Communitization Agreement (Termination).

Check Lease for Production of Well Capable of Production, or Suspension

of Operations and Production (Termination) Class I Petitil:>n and Filing Fee. Class I Petitil:>n Denied. Class I Reinst.lted Lease Extension Criteria Class I Reinstatement Processing. Class I Reinstatement Requirements Class II Petit;Lon Denied. Class II Petit;Lon for Reinstatement. Class II Reins1:ated Lease Extension Criteria Class II Reins1:atement of Section 14 Leases Class II Reinst~atement Processing. Class II Reinst:atement Requirements Class III Petit:ion Filed. 0. Class III Reineltatements. 0 Class III Reineltatement Requirements. Competitive Inc:reased Rental and Royalty Rates (Class II Reinstatement)...

Constructive Nc,tice in Case File (Bona Fide Purchaser Determination)

66
67
70
65
68
66
82
73

50
20
21

20
32
35
47
33
31
39
37
48
28
40
37
57
56
57
38
79
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75
70
82
43

4
14
56
47
39
41
59
22
22
21
23
37
38
60
21
31
IS
68
68
27

18
12
17
19
11
26
69
23

2
11
58

1

32

37
13

38

59

42

Default -Can,=el Lease (Retained overriding Royalty Interests) Default/Lease Cancellation. Document Case File (Waiver of Lease Rights) Earn Fee and ~ublication Cost Upon Lease Reinstatement (Class II) Entire Relinq1.lishment. Erroneous Billing Amount (Termination) Escrowed Roya.lty Monies Transferred to MMS (Class III Reinstatement) Extension of :?rimary Term of Reinstated Lease (Class I and Class II) Federal Reais1~ Publication Cost (Class II Reinstatement) Federal Reais1~ Publication Notice Prepared (Class II Reinstatement) Federal Reais1~ Publication Notice Prepared (Class III Reinstatement) Form 3108-2 ( 'rermination Notice) Form 3108-2a ( Termination Notice) Form 3108-2b (Termination Notice) Future Action Suspense -Peti tion Due Date. Inadvertence iiS Reason for Lease Termination Increased Ren1:al and Royalty Rates (Class II Reinstatement) Issue Lease «:lass III Reinstatement) Issue Termina1:ion Notice. Justif iab1e CclUSe ( Class I Reinstatement) Late Payment ..Envelope Provided by MMS-DMD Lease Erroneollsly Issued to Junior Offeror Lease I sSUanCE! Errors. Lease Reinstat;ement. Leases ExtendE!d Due to iJnit Approval or Elimination from Unit -Leases

Reverting t:o Rental Status Not Subject to Termination Without Notice...

Leases Not Subject to Automatic Termination .

Leases Prior t:o PL 83-555 Not Subject to Automatic Termination Leases Subject: to Yates Decision Not Subject to Automatic Termination Lease Terminat.ion. Lease Terminat.ion of Bankrupt Debtor. Lessee Objects to Additional or Changed Stipulations Placed on Lease Mark Lease Case File Terminated When Termination Notice is Prepared Minor Errors in Relinquishment Correctable Misdirected Rental Payment to be Returned to Sender MMS Report -Back Royalties (Class III Reinstatement) Multiple Lessees -Lease Relinquishment New Lease Cannot Be Issued Within 90 Days from Date of Termination of

Pr ior Lease ( Class I Reinstatement) New Lease Cannot Be Issued Within 90 Days from Date of Termination of

Prior Lease (Class II Reinstatement) 1930 Act Leases Not Subject to Automatic Termination Noncompetitive Increased Rental and Royalty Rates (Class II

Reinstatement) Notice Requiring Monies and Lease Forms to Be Signed (Class III

Reinstatement Approval) Notice to Senate and House of Representatives Committees (Class II

Reinstatement)
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Reinstaterl\ent) Petition Withdrawn After Publication Submitted -Monies Earned (Class III

Reinstate11l1ent) Petition Withdrawn Before Publication Submitted -Refund Fees (Class II

Reinstaten,ent) Petition Withdrawn Before Publication Submitted -Refund Fees (Class III

Reinstatet1\ent) Postmark Rule Provision ( Reinstatement) 0 Prepare Lease Form (Class III Reinstatement Lease rssuance) Reasonable Di].igence (Class I Reinstatement) Reasonable Di].igence for Timely Rental Payment When Using ACH Records Notati.on (Cancellation of Entire Lease) Records Notation (Cancellation of Lease in Part) Records Notati.on ( Class I Reinstatement) Records Notation (Class I Reinstatement Denied and Lands Available for

Re-Leasing) Records Notation (Class II Petition Withdrawn/Lease Terminated) Records Notation (Class II Reinstatement) Records Notation (Class II Reinstatement Denied and Lands Available for

Re-Leasing) Records Notation (Class III Reinstatement/Lease Issued) Records Notation (Relinquishment Accepted) Records Notat ion ( Termination) Reinstated Lease Extended -Accounting Advice to MMS-DMD (Class I) Reinstated Lease Extended -Accounting Advice to MMS-DMD (Class II) Reinstatement ~pproval Discretionary. Reinstatement Denial for Leases in Wilderness Study Areas Reinstatement ,~f Lease (Class II Reinstatement) Reinstatement Petition Receipt Within 60 Days Re-Lease Lands in Terminated Leases Re-Lease Lands (Relinquishment) Relinquished L.~ase -Authorize Rental Refund for Appropriate Amount Relinquishment. Relinquishment Corrected -Effective Date Sarne Date as Originally Filed...

Relinquishment Effective on Date of Filing Relinquishment Filed -Date-Time Starnp Relinquishment for Separate Zone Not Allowed Relinquishment Notice Received by MMS Relinquishment Original Filed in Case File Relinquishment Withdrawal Not Allowed Remote PurChaSE!r.
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Rental Def ici,ency -More Than Nominal. Rental Defici,ency -Nominal. Rental Reduction Denied. Rental/Royalt'l' Monies Due with Petition (Class III Reinstatement) Request for Rlental Reduction for Class II Reinstated Lease Rev iew Relinq1Jishment. Right-of-Way :~ease Not Subject to Automatic Termination Royalty Reduc'~ion Denied (Class II Reinstatement) Royalty Reduc1~ion Request (Class II Reinstatement) Royalty Reduc.~ion Request (Class III Reinstatement) Section 14 LeiiSe Reinstatement. Terminated and Expired Lease Reports Terminated Lil;ting Verification. Termination P:~ovisions When ACH Payment System Used Termination Recorded by MMS But Lease Did Not Terminate Transmit ~,al Reqister Notice for Publication (Class II Reinstatement).

Unacceptable l~elinquishment. Unitized Leasl~s Not Subject to Automatic Termination Verify Abandolwent (Class III Reinstatement) Wai ver of Lealae Rights. Waiver of Lealae Rights Reviewed. Withhold Issuance of New Lease for Lands in Terminated Lease or While

ReinstatemE!nt Petition Pending.
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